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THEATER FORCES BELGIUM 


JOURNAL ON STATUS OF GOVERNMENT'S DECISION ON TNF SITING 
Brussels KNACK in Dutch 14 Jul 82 pp 22-23 

[Article by Frank de Moor: "Steps to a Decision on the Rockets"] 
[Text] Evaluation or Interim Decision? 


It has been the custom for several years now that important governmental 
decisions are postponed until the end of June as though one were intentionally 
biding time until the parliament finally adjourns and the country is safely away 
on vacation. 


Thus it is assumed that any day now the government will at least take an option 
on a number--44, 46 or none--of additional F-19 fighter bombers at a cost of 30 
to 50 billion guilders, or even to decide as well on six important defense 
purchase programs at a cost of 100 billion, and to assign these contracts to the 
various regions of the country. 


Another adaptation of this "buy-now--and-pay-later policy" concerns the even 
more controversial installation in Belgium of 48 new cruise missiles with nuclear 
warheads which can be launched from atop a dozen trailer trucks. 


As is well known, in December 1979 the government of the Catholic-socialist 
Martens agreed--although with certain restrictions--to the so-called NATO dual 
decision to install 464 of the new cruise missiles in Belgium, the Netherlands, 
Italy, Great Britain and the Federal Republic of Germany, and, further, to 
replace the Pershing 2 rockets, presently operational in the Federal Republic, 
with 108 Pershing 2 rockets with nuclear warheads. The NATO dual decision and 
the Belgium attitude on the matter implied among other things that the then 
government agreed to the production of General Dynamics cruise missiles, but 
wanted to wait 6 months before approving their installation on Belgian soil. 


The reason given then was that the government should judge within that period 
how the weapons-control negotiations between East and West were going. However, 
as of today no such evaluation has been made, either because the new government 
was not yet formed, or because it simply postponed making such an evaluation. 
Besides, there was nothing to evaluate. Not until December 1981 did the 
specific negotiations get underway in Geneva concerning the Russian and U.S. 
nuclear warhead missiles, which in the meantime were renamed Intermediate-Range 
Nuclear Forces (INF) from Theater Nuclear Forces (TNF). 














If the government wishes to remain true to at least one pledge on this point, 
it must then presently draw up its first semiannual evaluation in connection 
with the INF. And indeed the subject has been under discussion in a number of 
ministerial councils since the end of June. 


It is even expected that the first Belgium evaluation could go so far as to 

imply a kind of interim decision. As Premier Martens explained in the Chamber 

on 18 December 1981: "It is thus possible that after this initial period one 
will proceed not only to make an evaluation, but to render a decision as well. 

It is not true that we are waiting for the final conclusion of the negotiations." 


Regardless of the question whether the Belgium dual decision--jointly endorsed 

by the SP [Socialist Party]--implies that our country must indeed wait for the 
final conclusion of the negotiations before making a decision, or whether the 
Original decision was formulated with sufficient ambiguity to allow both the CVP 
[Social Christian Party] and the SP the benefit of the doubt, it has meanwhile 
become quite certain that some members of this government want something more 
tangible than a mere evaluation. Their impatience has to do not only with the 
composition of the government, but also with the West's--i.e., America's--approach 
to negotiation in the INF talks in Geneva. 


As Foreign Minister Leo Tindemans (CVP) recently explained in these pages: 
"Waiting on the developments of the negotiations must not prevent us from mean- 
while undertaking preparatory studies and projects...If we decide on deployment, 
we take the initiative away from one of the negotiators to continue negotiating 
seriously. On the other hand, if we say that we will not install the nuclear 
warhead missiles after all, then we rob the other negotiators of the initiative. 
But then again, we cannot repeat the mistake of awaiting the conclusion of the 
negotiations before deciding, for then the negotiations could drag on endlessly, 
while the Soviet Union calmly carries out its SS-20 program." 


That is the way the situation stands. And the departments of government directly 
responsible are indeed working on an evaluation which on the one hand is suffi- 
ciently pro-peace, but also signals support for the U.S. negotiators in Geneva. 
Cabinet members involved point out that a decision for installation of modern 
nuclear warhead missiles does not yet then mean that they are being installed. 


Such a pronouncement reaffirms that Belgium is now trying to build in as many 
interim decisions as possible in order to be able to make the position of the 
Western negotiators a little more threatening from time to time. 


As Defense Minister Freddy Vreven, PVV member [Party of Liberty and Progress], 
explained at a press conference on March 31, the purely planning stage--at that 
time not yet completed--is followed inexorably by surveys of terrain, contract 
bidding, getting the projects underway, and finally the installation itseif. 
Vreven went on to explain that we naturally cannot simply stand around waiting 
"if our evaluation of the situation compels us to proceed to a subsequent phase.” 
The coming days will tell whether that moment is actually approaching in spite 

of the statements urging restraint made by CVP Chairman Frank Swaelen. For even 
according to Defense Minister Vreven a government decision is required for it. 














At any rate, domestic and foreign diplomatic circles are persuaded that an interim 
Belgium decision is highly desirable. According to them, the Soviet negotiators 
in Geneva will not give an inch on the dismantlement of their 300 tri-headed 
SS-20's, 275 SS-4's and 22 SS-5's--all told, 1200 nuclear warheads aimed at 
Western Europe--"as long as a country like Belgium gives the impression that it 

is taking no countermeasures." 


What the diplomatic landscape at the Russian-American INF negotiations is coming 
into focus somewhat now after two sessions, is generally clear, especially to the 
five European NATO partners who are slated to receive new weapons, for they are 
kept abreast by the Americans through the Special Consultative Group. 


Rumor has it, however, that this does not prevent the Soviet delegation in 
Geneva from giving the distinct impression that with its far-reaching, mobile 

and therefore virtually invulnerable SS-20 launching platforms, the Soviet 
Union holds Europe in a political and military vise. Military, because in case 
of conflict the Soviet Union can destroy the supply routes to and from harbors, 
shunting stations and transport points behind NATO lines, whereas NATO is as yet 
unable to mount a similar attack behind Warsaw-Pact lines, let alone disable the 
SS-20 launches. Political, because the SS-20 is even now alienating the European 
NATO allies from the United States. Would that it was simply because the 
Cruise and Pershing 2 missiles are perceived by a growing number of citizens as 
an ineffective response to the SS-20. 


But it has become transparent to everyone that an evaluation of the INF talks in 
Geneva would be most incomplete if no account is taken also with what is 

happening far from the negotiating table. Thus it is being remarked in diplomatic 
circles that the peace movements are not so much spurring the U.S. negotiators 

in Geneva as hardening the position of the Soviet delegation. Precisely in 

order to soften this position, some tough talk is anticipated now even from a 
government like Belgium. And that is just what the peace movements have not 
wanted by any means. 


Indeed it is generally conceded in departments concerned that the projected 
installation of modern nuclear warhead missiles in Europe to counter the SS-20 
(whose deployment was noticed as early as 1977) has been poorly presented from 
the beginning. Regretfully, the discussion of the issue can therefore be waged 
with demagoguery. East European propaganda is able to make use of it as well. 


If NATO and the Belgium Government are ever successful ir. eventually turning 

this tide, they will have to see to the settlement of the so-called transatlantic 
differences as a whole, as well. But that goes beyond the installation of modern 
nuclear-warhead missiles. 


9992 
CSO: 3105/198 











ENERGY ECONOMICS NORWAY 


NORTH SEA FIELDS SEE NEW ROUND OF INVESTMENT, DRILLING 
Stockholm SVENSKA DAGBLADET in Swedish 26 Jul 82 p 18 
[Article by Johan Myrsten] 


{fext] This is te fourth and final article in a 
series on the Norwegian economy after the drop in 
oil prices and the zhange in government last year. 
The other articles appeared on 12, 14, and 19 July. 


Stavanger, Oslo--While the Conservative Party government is cautiously re- 
examining Norwegian oil policies, Norway the oil producer is bracing for new 
mammoth investments in Statfjord, Gullfaks, Silver Block, Troll Field, Heimdal, 
Sleipner, and other fields bulging with gas and oil with a fairyland ring to 
their names. 


In the background, three major changes are occurring gradually: 
the gas is becoming more and more important; 
the northern fields are receiving more and more attention; 
the operation of existing fields is becoming more and more expensive. 


Enormous sums of money will be spent on activities off the coast of Norway. 
Investments in new construction are estimated.at 10 to 12 billion kroner per 
year (at today's money value). Operating costs are expected to rise from 
about 6 billion in 1981 to 8 to 10 billion in 1990. In addition, exploration 
costs will amount to 3 to 4 billion each year. 


Thus, total capital needs will be about 25 billion kroner per year, which may 
be compared to total investments in all other Norwegian industries of 
9 billion in 1980. 


? 


Tragic Reminder 


The magnitude of the investments, the returns, and the risks are embodied in 
the oil capital Stavanger. There we may see the colossal steel frame of the 
platform for Statfjord C at Rosenberg Verft, while the enormous cement 














foundation is being poured at sea in a nearby bay. Not far from there we 
still can see the legs of the disabled Alexander Kielland which was turned 
upside-down--a tragic reminder of the risks involved in North Sea activity. 


South of Stavanger new plans are being made at Statoil's growing headquarters, 
a modern palace that looks much like the headquarters of successful computer 
firms. Outside Statoil headquarters we can hear the noise of helicopters on 
their way to or from the platforms and ships at sea. 


In the meantime, the Conservative Party government sits in Oslo and attempts 

to implement its policy of limiting the growing dominance of Statoil and 
"guaranteeing freedom of action" in the oil-related activities. This is 

being expressed in two studies--one on Statoil and one on the future recovery 
rate--both of which should be completed early next year. The Conservative Party 
intends to break up Statoil so that a separate state-owned holding company 
would be formed for certain branches of the activity. Thus, the Conservative 
Party is not opposing state ownership, but the concentration of power within 

a single company. 


The situation today is strikingly similar to the situation 10 years ago when 
Norwegian oil policies also were in a phase of investigations. Another 
similarity is that several new private Norwegian industrial groups are entering 
the oil picture, just as the troubled Saga Petroleum was in 1972. 


No radical break with the previous oil policies is being considered, The 

Oil Directorate, the government office that is supposed to supervise all oil 
activities, still suffers from the loss of specialists to higher-payed jobs 
with the oil companies--because of which safety supervision, among other things, 
has not been conducted according to plan. 


Certain adjustments already have been made in oil policies, however, even though 
they do not seem to have shaken up Statoil to any great extent. 


"To a certain extent, some cosmetic changes have been made, but not much 

has changed in practice. What has happened is that while previously we were 
certain of obtaining concessions, we no longer are as sure," a well-informed 
observer at Statoil said off the record, Officially, Statoil makes no state- 
ments concerning its owner's policies. 


At its competitor, Norsk Hydro, public relations director Odd Gullberg said: 


"Even with the present policies, Norsk Hydro's share of the fields will decline 
gradually, if Statoil claims the increased share to which it is entitled." 


Semistate-owned Norsk Hydro presently is seen as the only large "private" 
Norwegian alternative to Statoil. Recently Hydro has attacked Statoil, At 
a press conference, several Hydro directors contested the idea that Statoil 
was losing some of its power. 


"Statoil will have 50 percent of all concessions, with the right to increase its 














share to 75 or even 80 percent as production increases, The companies that 
share the rest must pay all exploration costs, This means that only the 
largest fields will be worked," Odd Gullberg said. 


Decides On Purchases 


In addition, through its majority in the North Sea consortia, Statoil can 
determine the fate of all purchases amounting to more than 0.5 million kroner-- 
even if the operator is another company, which it usually is. 


"In this way, Statoil holds considerable power over the large sector of Nor- 
wegian industry that delivers materiai to the North Sea," Odd Gullberg said, 


Nevertheless, Odd Gullberg does not deny that Norsk Hydro won certain advantages 
from the change in government during the fall of 1981, The "eternal second- 
place finisher" Hydro was given priority in some concessions. This applies to 
three cases so far: 


1) Hydro will be the operator in the extremely gas-rich Troll Field in the 
block (31/6) that probably contains half the field's gas. This proposal was 
made to parliament by the government on 11 June. The same proposal would make 
Statoil operator in two other blocks (31/3 and 31/5) with one fourth of the 
deposits, while Shell already is the operator in another block (31/2) containing 
the remaining fourth. But all these concessions apply only to the exploration 
phase and Statoil will own 85 percent of the three newly assigned blocks 

(Hydro will receive 9 percent and Saga 6 percent). 


2) In addition to becoming operator in the oil- and gas-rich Silver Block 
(30/6)--which Hydro received according to a decision by the previous government-- 
Hydro also will receive an adjacent section of the block tw the south (30/9). 


3) Hydro recently was made operator in two blocks on Tromsoflaket in the north, 
One of these blocks (7120/9) contains extremely promising gas deposits, But 
here, too, Hydro will be the operator only during the exploration phase. It 
has not been decided who would be the operator during a possible future 
production phase. 


Repeat Of The Seventies 


The result of all these assignments will be more major investments by Hydro, 
almost a repeat of the 1970's. 


"We borrowed 9 billion kroner for work in the Frigg Field, while our total 
volume was 4 to 6 billion. These costs almost scared the wits out of our 
management. The size of the loans actually was beyond all reason, but the 
returns were good," Odd Gullberg said. 


During those years Hydro's solvency sank from 40 to 17 percent. Now its 
volume is up around 17.5 billion, including 6.9 billion in the oil division 
(1981), profits that same year were just over 1 billion (after taxes), and 





long-term debts are down to 6,5 billion, Thus, the initia’ situation is more 
stable now for borrowing additional billions. 


Statoil's investments will be even larger, With a volume in 1981 of 13 billion 
and profits after taxes of just over 1 billion, the company is planning 

annual investments of 7 to 10 billion during the next 5 years. At the same 
time, the number of employees will increase from the present figure of just 
1,400 to about twice that number, 





It is estimated that the results of all these investments will be an increase 
in production from the present annual level of about 50 million tons oil 
equivalent to 65 or 70 million tons in 1990, At the same time, the share of 
oil and gas in Norway's GNP will increase from the present level of 20 percent 
to about 25 percent. 


Note: A ton oil equivalent corresponds to i ton of oil or the same quantity 
of energy derived from gas (about 1,000 cubic meters), 


The Situation Field By Field 


After the two large pioneering regions Ekofisk and Frigg, the Statfjord Field 
now is in line to become the most important producer in the Norwegian section 
of the North Sea. A number of new fields and pipelines aiso are awaiting 
production. 


Here is the situation field by field: 


The Ekofisk region (production start in 1974, water depth about 70 meters) has 
reached its peak. Production will decline gradually through the 1980's. The 
region contain a total of seven fields: Ekofisk, West Ekofisk, Cod, Tor, 
Eldfisk, Edda, and Albuskjell, Pipelines lead from Ekofisk to Emden in West 
Germany and Teesside in England, Initially the recoverable quantity of oil 
and gas was over 500 million tons oil equivalent. The operator is Phillips 
Petroleum of the United States, The only Norwegian part-owner is Norsk Hydro, 
with 6.7 percent. Total construction costs have been 32 billion kroner in 


current prices. 


It is estimated that the Frigg Field (production start in 1977, water depth 
about 100 meters) will stop production in 1994, Initially, the recoverable 
reserves amounted to about 200 billion cubic meters of gas, including 

60 percent in the Norwegian section. A pipeline carries the gas to Scotland. 
Elf Aquitane of France is the operator. Norsk Hydro owns 20 percent and Statoil 
3 percent. The total cost to Norwegian companies has been 10 biliion kroner. 


Two smaller gas fields near the Frigg Field now are being developed. They 
are Northeast Frigg and Odin, both of which should begin production in 1984. 
The total cost for development is estimated at 5 billion kroner. 


The Statfjord Field (production start in 1979, water depth about 150 meters) 
still is being developed. Of the three platforms that are planned, A is in 














production, B is being installed (production start at the end of this year), 
and C is under construction (production start in 1986). The combined recover- 
able quantities of oil and gas are about 500 million tons oil equivalent (same 
as Ekofisk), of which 84 percent is on the Norwegian side. Mobil of the 

United States is the operator and Statoil owns half the Norwegian share of the 
reserves. Total development costs are estimated at 50 billion kroner, of which 
Norway is responsible for 42 billion (in current prices). 


Statpipe is the name of the pipeline that will be constructed from Statfjord to 
a separation plant and fractionating plant in Karsto north of Stavanger, The 
pipeline will continue out toward Sleipner (where it will be connected to a 
pipeline from Heimdal) and on to Ekofisk. From there, the gas will be carried 
through the existing pipeline to Emden. The total cost is estimated at almost 
18 billion kroner. Statoil owns 60 percent of the Statpipe group, while Hydro 
owns 8 percent and Saga 2 percent, 


Murchison (production start in 1980) is primarily a British oil and gas field 
where the Norwegian share is just over 16 percent. The only platform in the 
field is in British waters. Total development costs are about 7 billion kroner, 
including 1 billion from Norway, 


The Valhall Field is an oil and gas field near Ekofisk which should begin 
production around the end of the year or early next year with Amoco as operator. 


the Heimdal Field is a gas field that should begin production in 1986 with a 
platform costing about 8 billion kroner in current prices. Elf is the operator 
and Statoil owns 40 percent. 


Gullfaks, previously called Gold Block (34/10) is the largest of the projects 
planned but not yet begun, The first phase of development (Delta's East 

Phase 1) should cost 30 billion in current prices. Two large platforms will 
begin producing oil and gas in 1987 and 1989, respectively. The reserves in 
phase 1 are estimated at 200 million tons of oil and 24 biliion cubic meters 
of gas. The operator is Statoil, which owns 85 percent. Hydro owns 9 percent 
and Saga 6 percent. 


Silver Block (block 30/6) is a promising oil and gas field with proven reserves 
amounting to 70 million tons of oil and 40 billion cubic meters of gas. Hydro 
recently became the operator, succeeding Statoil. If parliament decides in 
favor of development in 1983 or 1984, production could begin in 1990 or 1991. 


Troll Field contains enormous quantities of gas, probably as much as the 
Groningen Field of the Netherlands, Proven reserves so far amount to 

500 billion cubic meters of gas and over 100 million tons of oil, but there 
may be an additional 1.1 trillion cubic meters of gas, according to the Oil 
Directorate. With Shell (block 31/2), Hydro (31/6), and Statoil (31/3 and 
31/5) as operators, exploration in the area's difficult terrain is underway. 


The Sleipner region is believed to contain about 200 billion cubic meters of 
gas and smaller quantities of oil in its four blocks. The operators Esso, 











Statoil, and Hydro now are engaged in intense exploration, 


Tromsoflaket far to the north contains deposits of perhaps 100 to 150 billion 
cubic meters of gas, but there may be much more, so that exploration presently 
is underway by the operators Statoil and Hydro, 


Traenabanken and Haltenbanken north of the 62nd parallel still are relatively 
unexplored, but a major gas find was made last year at Haltenbanken, which 
raised hopes for production in the north. 


Tromsoflaket In The Limelight 


The cold northern waters of Tromsoflaket are coming more and more into the 
limelight--not only for oil-producing Norway, but also for industrial Sweden, 
Despite promising finds, however, the Norwegians are playing down the possibil- 
ity of a pipeline through Sweden, 


"This summer is extremely important for Tromsoflaket,'"' said the head of Norway's 
Oil Directorate's surveying department, Egil Bergsager. 


Drilling on Tromsoflaket just north of the 72nd parallel now is underway for 
the third summer. Last year a major gas find was made there and several other 
drillings revealed promising deposits of both oil and gas. 


The search for gas north of Tromso is being following with great interest by 
Swedish industry, since one of the three alternatives for transporting gas 
southward to the gas consumers of Western Europe is a pipeline through all 
of Sweden. Such a pipeline would be an industrial project worth perhaps 

25 billion kronor--almost as much as the JAS military aircraft system. 


Reservations 


In Stavanger, however, representatives of Statoil and the Oil Directorate offer 
several reservations concerning the pipeline, for which the State Power Board 
in Sweden and Statoil already are making preliminary plans. 


First of all, they point out that it is not certain that the waters in the north 
are concealing sufficient quantities of gas to justify recovery and a pipeline. 
According to Statoil, the deposits must amount to 400 to 600 billion cubic 
meters of gas to justify a pipeline through Sweden. At present, the reserves 
are estimated at 100 to 150 billion cubic meters. 


In addition, there are two Norwegian alternatives for transporting the gas. 
The first is to transport the gas for processing somewhere in northern Norway 
(a battle over the site may be expected, in this case) and then transport it 
southward by boat. 


The other, more expensive, alternative is an underwater pipeline along the 
Norwegian coast down to already existing and planned pipelines in the south--a 
technological challenge, Other finds north of the 62nd parallel also could be 














connected to this pipeline. 

1994 At The Earliest 

In addition, a possible Swedish gas pipeline lies far in the future, Statoil 
estimates that production on Tromsoflaket could begin in 1994 at the earliest 
and the pipeline need not be constructed before the beginning of the 1990's. 


Nevertheless, the oil experts in Stavanger are hopeful that sufficient gas 
deposits will be found in the north. 


"We have not yet made any commercially viable finds, but the drilling we have 
done and the finds we already have made have given us cause for optimism," 


said Egil Bergsager of the Oil Directorate. 


"We probably will make sufficient finds, but the question is when," a Statoil 
spokesman said, 
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ENERGY ECONOMICS TURKEY 


THIRD IPRAS REFINERY GOES INTO SERVICE 
Istanbul TERCUMAN in Turkish 17 Jul 82 pp 1, 14 


[fText_/ Following a ceremony yesterday, additional faci- 
lities that will boost yearly production at IPRAS from 8 
million tons to 13 million tons were brought into service. 
The new refinery is the third at IPRAS and has a 5 million 
ton capacity. The additional capacity will make IPRAS the 
tenth largest refinery in Europe and the fortieth largest 
in the world. The ceremony for the occasion was attended 
by Minister of Energy and Natural Resources Fahir Ilkci, 
Kocaeli Governor Hikmet Gulsen, Fleet Commander Admiral 
Zahit Atakan, 15th Army Wing Commander General Nazim 
Pozam, Izmit Mayor Cemal Uzunkol and workers at the refinery. 


Speaking at the ceremony, Minister of Energy and Natural 
Resources Fahir Ilkel said that Turkey remains among the 
countries that are adversely influenced by the global sig- 
nificance of raw petroleum. He said: 


"We must accept that since 1973 petroleum has become a 
substance which has had a great impact upon the economic 
and political climate of the world. furkey is among the 
countries that have been adversely influenced by the global 
role that has been played by raw petroleum since 1973. 

The massive increases in raw petroleum prices in the years 
following 1973 have greatly upset Turkey's balance of 
payments and there have been years in which the revenue 
from all of Turkey's exports were not sufficient to pay 
the cost of raw petroleum imports. The economic crisis 
originating from the large jump in the price of raw petro- 
leum has continued in Turkey for many years. Thanks to the 
measures which were initiated in 1980, we have currently 
begun to overcome the crisis and the economy has once again 
been placed on track. Our goal is to provide energy and 
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raw petroleum not only for the purpose of consumption but 
to provide sufficient energy for our industry whenever 
needed and to use this energy to bring about an increase 
in the standard of living of our citizens." 


IPRAS General Director Onac Kanan and {PAO ( Turkish 
Petroleum Corporation) General Director Ismail Kafescioglu 
spoke during the ceremony and expressed thanks to those 
who served in making the refinery a reality. Energy and 
Natural Resources Minister Fahir Ilkel who cut the ribbon 
during the ceremony also pumped the first petroleum going 
into the refinery. 
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ECONOMIC FRANCE 


BALANCED BUDGET TIED TO STATE AID TO SOCIAL PROGRAMS 
Paris LE NOUVEL ECONOMISTE in French 12 Jul 82 pp 24-29 
[Article by Henri Gibier and Jean-Claude Hazera: "How to Fill in the Deficits"] 


[Excerpts] How to keep the overall deficit below 3 percent 

of the gross domestic product [GDP] by concerted action with 
social partners and at the same time maintain buying power? 

It is a riddle for the government and Mr Beregovoy, the new 

minister of Social Affairs. 


In the memory of Mr Pierre Mauroy, the summer of 1982 will be a summer of 
Stagnation and a summer of deficits. After a lot of discussion, he recently 
sent his ministers draconian "ceiling letters" so that the total of their 
budgets for 1983 will not push the state deficit above Fr 120 billion. 

He has been meeting increasingly with social partners to find financing 

for the holes in UNEDIC [National Interprofessional Union for Employment 

in Industry and Commerce] and Social Security: Fr 22 billion for the end 

of 1982 and Fr 50 billion for 1983. More discreetly he will have to find 
ways to fight the rise of imports, which are on their way to causing a Fr 85 
billion trade deficit for the year. 


This concern for plugging the leaks in the French economy shows the shaping 
of economic policy as well as do the other measures accompanying devaluation. 
The existence of these deficits also had a lot to do with the impression 
created on the exchange markets that France was carelessly living quite 
beyond its means. 


Add: 120 plus 50 plus 85 equals 255 [billion francs] or 7 percent of this 
year's GDP. What can you conclude from this kind of addition? No more than 
you can by adding up pears and apples. 


A budget deficit that is certainly the most "political" and, consequently, | 
the most controversial is probably the easiest to control. The budget minister, 
Mr Laurent Fabius, and the prime minister are determined to meet the objective 
set publicly by the president of the Republic: 3 percent of the GDP maximum in 
1983 as in 1982. 
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In so doing they are working at plugging the hole they opened themselves, 

and the opposition is scoring points by calling attention to it. As is confirmed 
by the sharp increase in the deficit beginning in 1981, which breaks with a very 
carefully managed balance (see table 1); there has indeed been a change of policy 
ascribable to the Left. Nobody denies it. "Budget policy is being made," admits 
Mr Christian Pierret, socialist reporter on the Finance Commission. Mr Jaques 
Chirac echoed him in leading the opposition's attack on the policy of the Mauroy 
government on 24 June. He set forth the budget deficit as the government's 
primary mistake. 


The Left is more or less clearly willing to admit that the policy of deficit 
spending has not been a clear success, but they categorically refuse to make 
a dogma of a balanced budget. While the French budget deficit is a breach of 
custom, i is still quite comparable to that of other countries, as people 
regularly point out: 3 percent of the GDP is less than in Germany or Japan 
these years. It still should be noted that this deliberate deficit comes 

at a bad time, because everywhere else people are fighting to reduce it. 

This is the contrast that the exchange brokers perceive. 


"Anyway, it's absurd to identify the budget deficit with impoverishment of 

the country," explains Mr Dominique Strauss-Kahn, chief of financing service 

in Economic Planning and spokesman for the Socialist Party on economic questions. 
"A state can live quite healthily with a permanent deficit if the money spent 
creates growth and thereby increases future tax receipts." Unfortunately that 
has not been the case. 


The socialist government has also become aware of the extraordinary inertia 

in budget expenditures even as it made up its forecasts for the years ahead. 
Of course, budget expenditures are not determined, as social expenditures are, 
by factors independent of the government (demographics, unemployment, etc.), 
but they are nonetheless diffir ‘1t to reconsider. 


The new task is clear: all for investment. According to the prime minister, 
the 1983 budget will make an Fr 11 billion capital investment in nationalized 
companies. This is a lot compared to the preceding year but not a lot compared 
to a budget that is expected to reach nearly Fr 900 billion. That shows how 
hard it is to find flexibility. Nearly 30 percent is in salaries that cannot 
be touched, and 6.8 percent is in interest on the public debt, which is the 
item that increased the most in 1982 (up 42.2 percent in the finance law voted 
at the beginning of the year). Nearly 8 percent is in pensions. 


There remain investment, contributions, subsidies and operations. It is hard 

to hit investment too hard when you have said it has top priority. The Budget 
Ministry was determined to make clear cuts in aid to businesses and in various 
subsidies: several dozen billion francs. The arguments were weighty: no one 

can list precisely the whole range of allocations or demonstrate their effec- 
tiveness. But it does seem that the cuts will be less ambitious than planned. 
Finally, the method chosen consisted first in determining priorities as set 

forth by Mr Laurent Fabius: research, public corporations, housing, employment, 
and training. It may be deduced that non-priority budgets--army, transportation, 
telecommunications, agriculture, etc.--will increase only a trifle. 
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[Table No 1] 





Le poids des déficits 
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The Weight of the Deficits 


(1 percent of the GDP for 1982 = Fr 36 billion) 


number 


item 





State budget deficit forecast 


UNEDIC's financing needs for 
the last 6 months 

Social Security financing 
needs 

Foreign trade deficit 
forecast 


Income tax 

Corporation tax 

Total planned French bond 
market issues 

Large French corporations' 
borrowing from abroad in 1981 


Debits 
Some assets 


year 


1982 
1983 
1982 
1983 
1982 
1983 


1982 
1982 
1982 
1982 


15 


(1) 


amount 
(in billion of francs) 





108 
120 
12 
25 
10 
25 


85 


163 
71 


120 


38.7 








‘the idea is, as always, to cut down on the "state's standard of living." 
After it is decreed that high officials shall no longer fly first class, 
however, cuts in the cost of government activity always turn out to be 
disappointing. Non-priority ministerial departments will therefore have to 
trim their investment budgets to stay under the "ceilings" that the prime 
minister has allotted them. Under the heading of assets, the 1983 Finance 
law will certainly set some very ambitious objectives in the fight against 
tax fraud, objectives that will make it possible to increase assets without 
voting in new taxes. That makes for a hypothetical windfall of several tens 
of billions of francs. 


Will rebalancing the budget be credible? Will it be respected as the year 
goes on? What will happen in the coming years? There are two risks, both 
symbolized by the financing of the Major Works Fund instituted on 30 June. 
Something can always be "'debudgetized" by resorting to borrowing not accounted 
for in the official deficit. Also, a new tax can be created for each new 
expenditure, "hiring out expenditures,"' as Mr Fabius says. On this score, 

the withholding rate, which is already exceeding record levels in France, 

is likely to go up again despite officials swearing up and down that it won't. 
The president of the Republic probably wanted to halt this trend when he asked 
the Budget Ministry to begin to put into effect, if only symbolically, a sug- 
gestion from business that the government had pounced upon: fewer subsidies 

to business and more tax relief. 


Logic 


In the future, balancing the budget will depend largely on the contribution 
that the state will be called upon to make for social expenditures, an area 
where deficits are extremely difficult to control, While financial rigor may 
oppose these expenditures, political logic may require them, 


Basically, what complicates the life of a deficit and of those who are in charge 
of stabilizing it is the existence of a neighboring deficit. The problem that 
the French government faces now is less that of avoiding an American-style tax 
revolt than a paradoxical conflict between society and the social. 


"Everything included," the social bill for the nation in 1982 will just touch 
Fr 950 billion as opposed to Fr 650 billion in 1979, an increase of Fr 100 bil- 
lion a year. Social assistance payments alone have quadrupled in 20 years. 


Of course, it is the nature of "psychological thresholds" to evolve along with 
popular opinion, but this time the size of the deficits is giving signs that 
an almost physical limit is being reached. 


Interim-plan projections,made last year are based on an optimistic growth outlook 
and a potential 1986 deficit of nearly Fr 185 billion. 
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"France is living with a social guarantee that is beyond its means," Mr Michel 
Rocard concluded afew weeks ago. But where the minister of state in charge of 
Economic Planning and Development denounced the "perverse straitjacketings" 
caused by the French people's need for security in these times of crisis, the 
preceding minister of National Solidarity, echoing certain eminent advisors 

in the president's Elysee palace was more prone to stress the "antidepressive" 
role of social transfer payments. As is shown by graphs and tables, social 
assistance payments play an important role in buying power, and all imaginable 
measures taken to control them take their toll from economic growth. 


Social assistance payments have drawn growth after them; in return, growth has 

made the dizzying growth of social assistance easier to afford. "In the last 

30 years,'"' says Mr Alain Gauron, a bureau head in Planning, "only unprecedented 
growth has enabled working people to afford without strain the equally unprecedented 
increase in social assistance taxes." 


The departure of Mrs Questiaux has silenced discussion for the moment at the 
expense of the partisans of the "rosy" viewpcint, i.e. those who think it is 
not so serious. It coincides with the implementation of a plan intended to 
save Fr 10 billion in the social assistance budget beginning with 1982. 


Mr Pierre Beregovoy, the superminister of Social Affairs, will have to set 

about seeking more durable remedies immediately in concert with the unions 

and business in order to repair the system's tendency toward a structural 
deficit. "Just keeping family, unemployment and retirement allocations as 

they are without increasing their buying power would save Fr 50 billion over 
the next 5 years," says Mr Jean-Pierre Launay, the head of social affairs in 
the Directorate of Forecasting. His service has also calculated that reducing 
the growth rate in "illness" expenses by one little point--more than 18 percent 
a year in value, more than 6 percent in volume--would suffice to save Fr 17 bil- 
lion over 5 years. 


But does the state still have sufficient control over social expenditures? 

Yes, as concerns family allocations, which have gone into the red for the past 

2 years as a result of pre- and post-election presents to deserving mothers. 

In 1981-82, the 11 million beneficiaries received Fr 20 billion in supplementary 

aid. The government need only delay the increases still to be made in 1982 in 

order to bring the fund back into balance. On the other hand, the budget is 

more arduous a task and one less quickly accomplished in the other three categories. 


[1] Unemployment 


In 1970, 12 years after it was set up, unemployment benefits had a grand total 
of 125,000 "customers." Cost in benefits: Fr 1.5 billion. UNEDIC's potential 
deficit in 1982 is more than 20 times greater than all the benefits paid in 1972. 
Meanwhile, the withholding rate has risen from 0.25 percent to 3.6 percent of 
wages. Even if it were doubled, it would not cover expenses forecast for 1982-86. 
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this fantastic spiral cannot be explained solely by the lengthening lines in 
front of the doors at the ANPE [National Employment Agency] center. Whether from a 
guilty conscience or by miscalculation, France has chosen to be generous to 

its unemployed, e.g. the 90 percent guarantees offered by Mr Valery Giscard 
d'Estaing after his election and “early retirement" at age 60. In Germany, 
unemployment benefits have merely doubled as a fraction of the GDP in the 

last 10 years; in France, they have increased almost 10 times. 


There too, the government has no other alternative but to cut back on certain 
benefits. But the savings will hardly exceed Fr 6 billion in a full year. 
Another Fr 6 billion will come from "contributions" from civil servants and 
non-wage earners, and an increase in premiums should bring in another Fr 12 
billion, 


[2] Illness 


For Mr Mauroy's social advisor, illness and old age are the real "bottomless 
pit" that may have to be filled every year. In this strategic area, the reces- 
sion has not had the same braking effect in France as it has had abroad. In 
1970-76 health-care consumption increased less rapidly in France than in the 
other EEC nations, with the exception of the United Kingdom; in the last 5 
years, only Belgium has done "better" than France. The Illness Indemnity 

Fund (CNAM) has been caught between medical expenses, which have been increa- 
Sing in volume at a rate of 6 percent a year, and wages, which have been 
running out of steam; in 14 years, the CNAM has balanced its budget only 

3 times. This year it will fall about Fr 15 billion short. 


[3] Old Age 


"For this type of social assistance, you have to get used to the idea that 
social progress is reversible,'' whispers a high official who has given the 
case much study. Some day, when unemployment has abated, maybe people will 
once again retire at age 65. A study group on the elderly that met on the 
occasion of the 8th Plan under the aegis of Mr Robert Lion warned that 1981 
would be the last year in which the total of all retirement funds would have 
a surplus balance. Their deficit would grow from less than Fr 10 billion in 
1983 to more than Fr 20 billion in 1985. Contrary to widespread opinion, 
the item delicately named "old age-survivors" is much more "budget-busting" 
than health care: while retirement took 33 percent of social assistance pay- 
ments in 1960, they are now up to 43 percent as opposed to 36 percent for 
health care. This inexorable rise is due somewhat to an aging population 
but mainly to an accelerated increase in pensions, which had been at the 
poverty line for a long time. How can the machine be turned down when every- 
thing is working to make it overheat? ''Retirements in one year are indexed 
according to the wages paid in the 2 preceding years,"' an expert at the 
National Old-Age Fund (CNAV) notes by way of example. "Under these conditions, 
any deceleration in inflation becomes very expensive for Social Security, 
because its income follows the slowdown in wages."" If wage blockage has 

the expected moderating effects, retirement payments will increase more 
rapidly this year (4 percent at least) than workers will pay in. This comes 
at a time when retirement at age 60 is spreading, a trend whose ultimate 
financial consequences no one can tell. 
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Structure des 
(1) deéepenses publiques 
En En 
(2) Gp peweentage 1977 “ 
(3) ee errr 100 (1006 
dont: (4) 
(S) - intéréts ........... 3,2 4,6 
(6) - Prestations sociales .| 49,9} 51,6 
(7) - Investissements .... 6,9; 6,1 
- Salaires ... (8) ane 19,1 17,7 
(9) - Consommation civile 7,2; 6,9 
- Consommation 
(10) eee dice 3,1 3,5 
(11) | - Transferts 
économiques ...... 6,2 5,2 
Source : Comptabilité nationale. Ce tableau 
(12) tient compte de l'ensemble des dépenses du 
Budget et de ia Sécurité socisie. 
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(1) The Structure of Public Expenditures 

(2) in percentages in 1977 in 1981 

(3) total 

(4) including 

(S) interest 

(6) social assistance allocations 

(7) investment 

(8) wages 

(9) civilian use 

(10) military use 

(11) economic transfer payments 

(12) Source: National Accounting Office. This table includes all expenditures 
by the budget and by Social Security. 


19 














| La croissance 1981 
inexorabise 


des prestations 


( 1) | (en miltards 
de francs courants) 





en 








Source : Comptes de la NavION | 

















(2) Sante 
(3) | Welllesse curvie 
(4) | peste 
(S) | Smpled 
(6) | Blvere 





(7) Prestations socie‘es 
recues parlesménages. 415 778 


(8) Une partie de ces prestations sont comptabi- 

lisées dans le budget de |'Etat. Sur les 778 
milliards versés en 1981, 644 milliards ont 
été versés par \a Sécurité sociale. 











(1) The Inexorable Growth of Assistance Allocations 
(in billions of current francs) 


(2) Health care 

(3) Old-Age §& Survivors 

(4) Family 

(S) Employment 

(6) Miscellaneous 

(7) Social assistance allocations received by households 

(8) Part of these allocations are accounted for in the government budget. 
Of the Fr 778 billion paid in 1981, Fr 614 billion were paid out by 
Social Security. 
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Déficit budgétaire : un accroissement soudain 

































































1973 1974 1976 1976 1977 1978 1979 1980 1981 1982 1983 
En milliards 
de francs |+ 13,1]+ 7,9)—=32,7/—11 |—14,6)—36 |—14,9/+ 2,91-61,2) —108 |—120 
En % 
du PIB... .|+ 1,2)+ 0,6f—> 2,2) 0,7/—- 0,8)-— 1,7i— 0,6/+ O,fl— 2 |= 3 3 
W s'agit de le capecité de financement des sdministrations publiques hors pertes et bénéfices de change. 
Commerce extérieur : la rechute 
1973 1974 | 1976 1976 | 1977 |- 1978 | 1979 1980 | 1981 
Déficit des 
transactions courantes. . | —4,3 |=—29,8| —1 |—27,3|—15,2) 14,8 | 5,3 |—33,1/—40,6 
dont - marchandises....| = |=—23,7/ 3,8 |—23 |—14,2] 2,1 | 0,6 | —62,3/—46,3 
- invisibles........... 4,3 | —6,1 | 4,5 | —4,3 | 1 12,7 | 14,9 | 19,2 | 7,7 
Déficits des 
produits pétroliers ......... 16,8 | 46,5 | 30 $3,2 | 54,9 | 51 71,3 | 113,9 | 138,5 
Quantités 
de pétrole importées..... | 136,6 | 130,4/ 107 | 122,4| 118,3| 1164) 126 | 109,7| 90,2 
(millions de tonnes) 
































Budget Deficit: a Sudden Increase 


In billions of francs 


in percent of the grdss domestic product 


Capacity for financing public administrations except for losses 
and exchange rate profits 


Foreign Trade: the Fall-Off 


Deficit in 


current transactions 
including merchandise 


intangibles 


Deficits in petroleum products 


Quantities of oil imported 
(in millions of metric tons) 
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Fateful 


Be it the budget or old age, unemployment or health care, individuals or 
their collective destiny, the deficits seems to be pursuing a fateful trend. 
Yet, when asked what he thinks is France's most serious deficit, Mr Christian 
Pierret answers unhesitatingly, "Foreign trade."" Mr Dominique Strauss-Kahn 
puts it more strongly: "It's the only real deficit; it's a loss of economic 
substance.'’ Under these conditions, how can Mr Michel Jobert, the minister 
of foreign trade, announce a deficit of Fr 80-85 billion at the end of the 
year and cause ten times less of a stir than Mr Laurent Fabius when he an- 
nounces a scarcely higher budgetary impass or than Mrs Questiaux, when she 
estimated that the Social Security deficit was tolerable? However, part of 
this deficit can be attributed directly to the socialist administration, 
which has gone the route of devaluations and stimulating consumption, which 
has in turn been of advantage especially to imports, But the opposition 
well knows that foreign trade is less exciting than the budget; the opposi- 
tion also knows that part of the deficit is inescapable and that the other 
part can be chalked up as a "leftover," 





What is inescapable is the oil bill. Despite an energy conservation policy 
begun several years ago, a policy that has caused a decrease in imported 
petroleum tonnage, the bill goes up with the price of oil: Fr 131.5 billion 
in 1981, In addition, it has also been worsened dramatically by a rise in 
the dollar, which France can do nothing about: 50 centimes more on the dollar 
exchange rate make imports more costly by about Fr 15 billion in a full year. 


Then there is the "leftover," or at least what the majority attributes to 
the preceding administration: the lack of competitiveness in French industry. 
The share of imports in French demand for industrial products rose frm 25.4 
percent in 1973 to 34,2 percent in 1979, to 36.9 percent in 1980 and to 37.8 
percent in 1981. For the majority, these figures show a lack of investment 
and research and the aging of French productive equipment. 


Is it possible to do better? A wager on investment and research was made 

not long ago. The effect on foreign trade can make itself felt only over 

a period.of several years. On the other hand, it is hoped that it will have 

a more immediate effect on growth, growth that will make it possible to absorb 
painlessly the increase in budgetary expenditures and social assistance as 
unemployment decreases. That is where all our deficits come together. France 
is suffering most of all from a growth deficit. 


8782 
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ECONOMIC FRANCE 


MORE FOREIGN INVESTMENTS BEING ALLOWED INTO COUNTRY 
Paris LE MONDE in French 9 Jun 82 p 43 
[Article by J.M. Quatrepoint: "Foreign Investments: France, An Asylum"] 


[Text] The recent takeover of the last major French manufacturer of lighting 
equipment by the Dutch conglomerate, Philips, points to one aspect of the 
policy followed by the Socialist government for the past year. Never has 
France been so receptive to foreign investment. Never have the French author- 
ities been so liberal in selling companies to foreign conglomerates. 


Of course, there has not been an overall increase in foreign investment, since 
the 1981 figures were even lower than those for 1980. This decrease, however, 
found in all the countries, is attributed mainly to the economic crisis. 
Moreover, some Arab investors are less inclined to invest in France. This 
most remarkable phenomenon, therefore, has to do with the attitude of the new 
French authorities. 


Since May 1981, hardly an application has been rejected by the foreign invest- 
ment committee. All the projects submitted have been accepted. For instance, 
Olivetti took over the minicomputer company, Logabax; BSN sold its glass busi- 
ness to an American conglomerate; Xerox is starting a plant in Lille; Hewlett 
Packard in Lyon; Ford is expanding in Bordeaux; the Japanese company, Sony, 

is building a second factory in the southwest; Akal is setting up business in 
Normandy; and the Canadian firm, Mitel, is going to manufacture telephone 
equipment in the Vosges. In electronics, foreign companies are constantly 
setting up plants, especially in the components sector, in the west of France. 
Others, such as Timex in Besancon, are even subsidized.... 





A number of reasons can be given to explain this behavior on the part of the 
Socialist government, which was already apparent in February at the INTERNA- 
TIONAL HERALD TRIBUNE colloquium, when a series of ministers came to sweet- 

talk several hundred foreign businessmen. 


In some cases, industrial strategy explains the government's stance. In the 
case of Logabax, for example, the government probably hoped that its gesture 
toward Olivetti would be repaid and that the Italian company would subse- 
quently loyally play the game of cooperation with ClI-Honeywell Bull, and 
France. They have been disappointed in this hope so far. Likewise, they are 
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hoping in Paris that Philips will interpret the agreement with the lighting com - 
pany as a sign that Thomson and France intend to play the European coopera- 
tion game. In other cases, the creation of jobs--a top priority--was taken 
into account. 


A more general explanation is that a young leftist government wants to reas- 
sure international business circles, especially after the nationalizations. 
They probably felt that one way was to greet foreigners with open arms-~and 
pocketbooks. This is an attitude that could have found justification in the 
months following 10 May. Today, however, people are right in questioning it. 


Isn't there a certain paradox in generously welcoming foreign firms, espe- 
cially American ones, and selling them stock, and then balking at certain in- 
vestment projects by nationalized firms outside France and in the United 
States? Even if there is no formal rejection, the psychological climate does 
not encourage these enterprises to engage in operations of this sort. Inter- 
nationalization must go in both directions. 


People might also ask themselves how compatible is this liberal attitude 
toward foreign investment with the principle of reconquering the domestic 
market. Of course, in sectors--usually traditional ones--where domestic in- 
dustry is obsolete or even nonexistent, it is logical to encourage foreign 
firms to come in. This creates jobs and reduces the foreign deficit. 


However, there should be greater selectivity in more sensitive or promising 
sectors, such as electronics. Each operation should be examined within the 
framework of an overall industrial strategy, and care should be taken not to 
sacrifice the short term for the long term. In any case, it is time to pre- 
pare a foreign investment doctrine. Otherwise, we will end up thinking that 
acceptance and financing of any proposal are tantamount to a policy. 


9805 
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ECONOMIC FRANCE 


EFFECTS OF CAPITAL REALLOCATION, UNEMPLOYMENT ON INVESTMENT 
Paris L'EXPANSION in French 4-17 Jun 82 pp 104-111 
[Article by Michel Herblay: "World Investment Crisis" ] 


[Excerpts] An OECD expert defined it as follows: "Today, and until the end 
of this century, economic and technological conditions are such that in order 
for a developed country to survive, it must increase the volume of its invest- 
ments by 10 percent every year. We are a long way from that.... In the 
United States, this volume increased by only 0.1 percent in 1981 and will de- 
cline by 1 percent this year. In Western Europe, the crisis is even worse. 
Considerable investment needs do, nevertheless, exist. Disposable savings 
also exist on an international scale. The problem is to change these savings 
into capital stock. And what is missing is a willingness to draw on this 
stock for investments...." 


Is it just a question of a lack of willingness? If you approach the problem 
by looking at the world as a whole in the year 2000, you see a financial gap 
in the essential field of energy that is impossible to fill, according to the 
economic research service at Paribas. Cumulative energy investment needs 
would by then represent 3 percent of the gross world product and 15 percent 
of gross fixed capital formation. According to a source at Paribas, "We will 
never make it, unless we sacrifice other needs for productive or nonproduc- 
tive investments, or even, paradoxically, energy saving investments." 


In 1979, the last year for which there are relatively reliable data, the in- 
vestment volume in France was 27.2 percent larger than it was in 1970. That 
is a respectable--but deceptive--growth. First of all, it only covers non- 
military investments, since economists have never known how to classify mili- 
tary expenditure. Is a tank capital goods or consumer goods? Whatever the 
case may be, it is not regarded as an investment, which is supposed to be 
productive. The dividing line between nonmilitary investment and military 
noninvestment is even fuzzier when it crosses business electronics, aviation, 
data processing, nuclear science, and so on. 


Another disturbing factor is the nature of housing (capital or consumption), 
which is forever being debated. In France, housing accounts for nearly one- 
third of the total volume of investment (still nonmilitary, which would in 
principle exclude military and police barracks). Five hundred fifty thousand 
housing units were being built annually at the beginning of the seventies, 


25 




















and 400,000 by the end. This shift alone could point to a sharp reduction in 
the volume of investments, a reduction that was evident beginning in 1981. 


In fact, during the seventies, business and government continued to invest, 
and often increased their investments, but at a pace that was no longer fast 
enough (see the following tables). It is here that the crisis truly appears, 
since changes in technology and energy, expanding worldwide production, and 
the cost of growth of the developing countries all required instead that the 
developed countries devote a larger share of their GDP to productive invest- 
ment. 


Who wasn't investing enough in a country such as France? The oil companies, 
for instance, claim to have invested 20 billion francs in 1980, as compared 

to 8 [billion] (current francs) in 1973. Even after correcting for inflation, 
there is growth. But business in France, which grew from 4.8 to 6.9 billion, 
decreased in volume after shipyard orders fell through and the consumption of 
refinery products declined. However, foreign transactions of "French-owned 
corporations" quadrupled, from 3.1 to 13.3 billion current francs. The French 
Government would accuse the oilmen of having reduced their research and capi- 
tal expenditures; they would swear to the contrary; and both sides with sta- 
tistics in their hands, would be equally right. 


Let's talk a little about profitability now. Last March, the Peugeot con- 
glomerate inaugurated a new factory at Valenciennes. Did this factory, built 
to produce 3,000 transmissions a day, mean that Jean-Paul Parayre expected to 
increase his annual sales of cars by 1 million units? Obviously not. The 
Valenciennes investment is offset by disinvestment in other places. But the 
balance is not zero: with its 4 computers, 70 terminals, 360 robots and 
2,600 employees (by 1986, if all goes well), the new equipment will hardly 
resemble the old equipment to be scrapped, and will not employ the same 
personnel. The Peugeot group completed the factory in 15 months, raising the 
billion and a half needed despite its mediocre financial results. "It's a 
question of survival, of international challenges to be met," said Jean-Paul 
Parayre. ; 


There is a wealth of lessons from just a single factory. First of all, in- 
vestment is not necessarily linked to expansion, or to financing capacity. 
"There is always money for a good program," we learn at elementary management 
school. Finally, with all due deference to certain political expectations, 
economically useful, productive investment does not have very much to do with 
employment. 


This last observation is shared by Philippe Boulin, the boss at Creusot-Loire, 
who calls the tax credits for investment accompanied by an increase in employ- 
ment "a real negative measure." When you invest, it is usually to replace 
labor.... Certainly, in 1982, an investor's motives are more complex than 
this obsolete plan. It is still true, however, that in France employment in- 
creases when investment is weak, particularly in services, and it declines 

in sectors where capital needs have grown the most rapidly (agriculture, the 
steel industry, consumer industries). All the indicators point to an expan- 
sion of this "capital intensity," that is the capital invested per unit 
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produced. In French industry between 1970 and 1979, the cost of using capital 
increased by 5 percent a year in current francs and the wage cost by 11.9 per- 
cent. Why hesitate? 


Moreover, the obsolescence of equipment is accelerating. The president of 
Nippon Steel recently asked Miti for authorization to roll back steel depre- 
ciation from 15 to 10 years because of the "moral wear and tear" of the mate- 
rials and the higher cost of replacement units. The most modern plant in 
France, Fos, would therefore already be out of date by Japanese standards.... 
Another example of obsolescence is EDF's [French Electric Company] under- 
utilization of its most recent and most productive fuel oil thermal units. 
Instead it is favoring an electronuclear program in which the fixed capital 
share is much higher than in fuel-oil power plants and much more quickly 
"used up" than in hydroelectric power plants. Still, production of electric- 
ity is increasing. The oil refining industry doesn't have that luck. It is 
pushing the paradoxical to the extreme by having to spend some 20 billion in 
the next few years to rationally reduce its production capacity by a good 
one-third! 


In short, the idea of investment, which is also constantly complicated by 

the impact of unemployment, is too difficult to grasp for the word "crisis'-- 
if there really is a crisis--to have any meaning. Let's try to pick out the 
data on which at least everyone more or less agrees. 


The reallocation of capital since World War II is a more important phenomenon 
than the annual changes in investment flow, but its various aspects frequently 
make it impossible to evaluate simply. In France, the loss of 2.4 million 
jobs in agriculture is not related to any net disinvestment. In 1959, how- 
ever, there was more agricultural capital than business or commercial capital; 
20 years later, the situation was reversed. 


In industry, there has been a clear reallocation of capital to capital goods 
beginning in 1965, and a spectacular trend in that direction since 1974. 

From 1974 to 1979, fixed capital stock grew, in constant francs, by 17.8 per- 
cent in intermediate goods industries, by 15.1 percent in consumer goods and 
by 39.5 percent for capital goods. 


There has also been a reallocation among national economies, since some 30 
young nations which are developing industries are drawing from a world capital 
stock that cannot be increased at whim. 


The profound changes in relative prices for materials and products play a role 
in the reallocation of fixed capital (a speeded-up equipping by oil-exporting 
countries), but also in the flow of investment financing. For instance, for- 
eign investments of the Arab oil countries alone amounted to $405 billion at 
the beginning of 1982 and will approach 1,000 billion in 1985. These are 
actually not investments in the full sense of the term, but rather financial 
placements in bank deposits, commercial paper and bonds, all placements that 
later generate fixed capital to a greater or lesser degree. 


The investor's behavior with regard to the rate of profit has changed. In 
the Western European countries, the profit ratio was only one among many 
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factors to be considered in making a decision, up to the beginning of the 
seventies. The expansion of production capacity was at least as promising at 
that time. Since 1974, the low growth rates (2 percent a year for French 
industrial production capacity as a whole) have given a new meaning to the 
profit ratio criterion--precisely at a time when economists were noting that 
it had been on the decline since 1960.... 


Marcel Boiteux, the president of EDF, has had occasion to repeat that the 
only thing really scarce down here is capital. This statement (which does 
not prevent its financial director from easily finding all the capital needed 
by EDF, the largest investor in the country) was contradicted last February 
by Emile Van Lennep, secretary general of OECD. According to this expert, at 
present there is no world shortage of savings in comparison with investment 
demand, and the debt of developing countries is no cause for alarm. 


In France, business leaders would tend to go along with the following opinion 
of Philippe Boulin: "The decline in investments throughout the world has deep- 
rooted causes that must be tackled: a lack of confidence in the future; a re- 
fusal of capital to be fixed; monetary disorder. In France we can add the im- 
pact of the financial weakening of businesses. The reduction of margins en- 
tails fewer possibilities for self-financing and a disaffection for industry 

on the part of savings." 


Now we have the word. Marcel Boiteux heads an exceptional firm. Emile Van 
Lennep is a macroeconomist who is involved neither with shareholders nor with 
labor unions. For a private French executive like Philippe Boulin, what is 
in short supply in 1982 is his cash flow ard his confidence in the future. 

In fact, the self-financing capacity of French industry fell from 15 percent 
in 1971 to 10.5 percent in 1980. As for confidence, it is running headlong 
into the power, if not the arrogance, of a fearful competitor in attracting 
capital: the government. All governments. 


Finally, it is less an investment crisis that we should be talking about than 
a capital indentity crisis. What is the difference between savings invested 
in productive capital goods that possibly create direct or indirect jobs and 
forced savings collected in the form of taxes and assessments and redis- 
tributed essentially in consumer circuits and in commercial or noncommercial 
service circuits? None. The demand for "welfare consumption," which for the 
most part is channeled through the community, was aiready increasing faster 
than the GDP during the good times prior to 1970 and has not slowed down 
since. On the contrary, new categories of "welfare consumers" have added 

new needs (the unemployed, for example, whose welfare costs are financed by 
national savings that will not go to gross fixed capital formation). 


A logical investment strategy is necessarily a long-term one. But many men 
and women have no more time to wait.... 
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Table 1. Nonmilitary Investments (in Metropolitan France) 


1970 1973 1979 

Volume index 100 121.9 127.2 
Share of GDP: 23.4% 24.2% 21.2% 
Housing 7.2% 7.6% 6.32 
Major national enterprises 1.9% 1.7% 2.7% 
Other firms 14.3% 14.9% 12.2% 


In 10 years, the percentage of nonmilitary investments in the French GDP fell 
from 23.4 percent to 21.2 percent. Efforts by national enterprises prevented 
a sharper drop. 


Table 2. Three Times More Capital Goods in 20 Years 


(Total value of gross fixed productive 





capital in France, in billions of 1980 francs) 1959 1979 1979/59 
Agriculture 65 134 2.1 
Agro-food industry 37 78 2.1 
Energy 92 192 2.1 
Industry 176 517 2.9 
BTP [Public Works and Construction] 18 69 3.8 
Trades 52 161 5 Pe | 
Transportation, telecommunications 112 301 2.7 
Commercial services _48 191 = 
600 1,643 2.7 


It is in the service sector that investments increased the most rapidly in 
20 years. The growth was weak, however, in agriculture and the agro-food 
sector. 





Table 3. The Investor's Basket 


Here is the cost of some typical investments in millions of 1982 francs: 


A 250-site camp ground 5 
A highway service station 7 
An elementary school 8 
A playing field 20 
The Peugeot transmission factory at Valenciennes 1,500 
A group of 600 MW (CDF [French Coal Industry] at Gardanne) 2,000 
Development of the Airbus 320 engine 9,000 
An oil rig (Esso) 12,000 
The Algerian-Italian gas pipeline 27,000 


The major industrial programs are measured in billions of francs. For the 
cost of an oil rig, 1,500 schools could be built. 
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ECONOMIC FRANCE 


STEEL INDUSTRY RECEIVES MONEY; USINOR, SACILOR MODERNIZE 
Investment Stressed 
Paris LES ECHOS in French 10 Jun 82 p 10 


[Text] The French steel industry is going to receive 26.6 billion francs be- 
tween now and 1986. This is the gist of yesterday's decision by the Council 
of Ministers. 


According to Pierre Beregovoy, the Elysee secretary general, this amount will 
be distributed as follows: 15.5 billion 1982 francs for investment plus 

2 billion that will be disbursed under a cooperative arrangement between em- 
ployers and employees; 3.225 billion to finance the subsidiaries Usinor and 
Sacilor, 500 million of which will go for the industrial diversification of 
the steel basins; 2.4 billion as a capital endowment for the two major con- 
glomerates and 3.5 billion for the same in 1983. 


"The objective of this plan," Mr Beregovoy stressed, "is to bring about an 
operational equilibrium of enterprises by 1985 so that they will be in a posi- 
tion to produce 24 million tons of steel in 1986." 


As for employment, Mr Beregovoy explained that in the event some production 
units close down, "replacement jobs will be created on the spot so that the 
plan does not entail any layoffs." 


Three means will be used for this purpose: a sharp reduction in the length 
of the work week, early retirement and reclassification. 


Finally, Mr Beregovoy stressed "the need to meet international competition 
and to further specialization by concentrating on special steels." 


An Ambitious Program 


In the press release circulated after the Council of Ministers’ meeting, the 
program was called ambitious. Ambitious it most certainly is, with a produc- 
tion target of 24 million tons by 1986. Sizeable it also is, when you look 
at the total financing. 


However, the amount allocated for investment seems to have been underestimated, 
when you compare it to the needs (yesterday's LES ECHOS). 
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No one, however, can say that the bill to be paid is expensive. But you have 
to know what you want. Sacrifices, even huge ones, have to be made to modern- 
ize the industry. This is the choice that must be made in the name of national 
solidarity and in view of the importance of the race to improve productivity. 


Everything considered, the "very important investment program to modernize the 
means of production" amounts to 17.5 billion francs (3.2 billion are for down- 
stream activities), or 3.5 billion a year to be shared between Usinor and 
Sacilor. 


It is not enough, say the specialists who wonder, for instance, about the 
future of special steels--something that Mr Beregovoy has been emphasizing. 
Here the needs are enormous, especially since France is quite a way behind its 
neighbors in modernizing its industry. 


This having been said, it remains to be seen where exactly the money will go 
and how it will be used. On this point, the Council of Ministers gave no ex- 
planations, just as it failed to give information on the projected shutdowns 
and the number of jobs that will be eliminated as a result. The figure of 
12,000, however, is what the labor unions are giving, and they are pleased 
at the prospect of no layoffs (see the CFDT communique). 


More will be known after the meetings that will be taking place in the next 
few days. "The discussions will be intensive," we learned from a reliable 
source. 


Modernization Detailed 
Paris LES ECHOS in French 14 Jun 82 p 7 


[Text] The two major French conglomerates have announced the main features 
of their modernization plans. 


At Usinor, out of the 8 to 9 billion [francs] anticipated for the 1982-1986 
period, 5 will be earmarked for flat [bar] products (as compared to 1.8 for 
long products, the weakest operation), 40 percent of which will go to Dunkirk 
to make the factory there the leading one in Europe. 


These efforts will make various facilities more competitive (blast furnaces, 
coking plant, and so on), and later, from 1987 to 1990, new investments will 
come into play: construction of a third steel mill, a new blast furnace 
(2.3 million tons), a coke oven and a sintering chain. 


In the field of special steels, 221 million have been set aside for flat 
products and 765 for long products, 65 percent of which will be absorbed by 
the Dunes plant at Dunkirk. Note that uncertainty hovers over the fate of 
various facilities of the Chatillon division and over the Vireux-Molhain 
plant in the Ardennes, the closing of which had already been brought up a 
year ago. 
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At Sacilor, the 8.5 billion should be distributed as follows: 3.071 billion 
for long products and 3.59 billion for flat products, with the bulk set aside 
for Sollac (518 million for Solmer in Fos, which will also receive 340 million 
from Usinor). For special steels other than stainless steel, four options are 
envisaged (each of which ranges around a billion francs). One of them in- 
volves shutting down the Pompey plant in 1986. 


Aside from the capital endowments earmarked for the two companies as part of 
the overall amount of 26.6 billion (LES ECHOS, Wednesday and Thursday), a 
financial reorganization is planned, finally, to reduce their debt (10 bil- 
lion francs). 
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ECONOMIC FRANCE 


CDF CHEMICAL FIRM SUFFERS 1.2 MILLION FRANC LOSS 
Paris LES ECHOS in French 10 Jun 82 p ll 
[Article by Ralph Back: "Record Deficit for CDF Chemicals"] 


[Text] The 1981 losses for CDF Chemicals are even worse than expected: 
1.213 billion francs, while the deficit was already as much as 546 million 
in 1980. 


When announcing last year's results yesterday, CDF pointed out that sales 
volume increased by only 8 percent over the previous fiscal year, for a total 
of 11.8 billion francs, whereas the cash flow situation was 580 million 
francs in the red, as compared to -20 million in 1980. 


This enterprise, which now holds the sad record of having the worst results 
of the entire French chemical industry, explained that two-thirds of the 
loss can be attributed to the extremely poor results of the companies in the 
petrochemicals and plastics division (CDF Chimie EP and Copenor, primarily), 
which, facing narrower--and frequently substantially narrower--markets, were 
under the pressure of international competition, unable to adjust their sell- 
ing prices to cover the increased costs of raw materials (which was also true 
of the entire European chemical industry). 


In the fertilizer sector, the subsidiary APC was penalized by the sharp, un- 
expected increases in the price of natural gas. Although APC was able to 
balance its accounts in 1980 and 1981, it also recorded heavy losses last 
year. 


Norsolor, specializing in acrylics, continues to suffer the effects of the 
textile crisis, even though the situation has improved somewhat. 


1,100 Jobs Eliminated 


To respond in some way to those who argue that all the other chemical com- 
panies were in the same boat but did not suffer such heavy losses, CDF Chem- 
ical'’s press release points out that the poor results can also be attributed 
to excessive financial costs resulting mainly from the insufficient equity 
capital contributions granted by the government for strategic investments 
in the national interest. 
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To cope with this situation, CDF Chemical is doubling its efforts to improve 
its costs and restore its margins by closing down several units and limiting 
its investments as much as possible. 


This policy has led to the elimination of 1,100 jobs, with a minimum of lay- 
offs. To restore its profitability, the conglomerate has submitted to the 
government strategic projects which would involve a contribution to equity 
capital (at least 1 billion a year), including a project to produce 1,000 tons 
a year of linear polyethylene at Dunkirk. 


However, since it seems to us that the economic situation on the world market 
is far from improving, and could in fact worsen, there is a good chance that 
the deficit will be large again this year. This deficit is estimated to range 
between 800 million and 1.2 billion francs, according to projections received, 
but unless the market recovers considerably, the higher figure will most like- 
ly be the right one. 


This will not fail to pose new problems, as much for the government as for 
the parent company, the French Coal Board. 
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ECONOMIC FRANCE 


BRIEFS 


EUROPEAN PROPELLANT COMPANY PROFITS--Powder propellants are selling well. 

Now a member of the club of "billionaire' companies in sales volume, the Euro- 
pean Propellant Company (SEP), headed by Pierre Soufflet, succeeded in increas- 
ing its profits in 1981. The main supplier of Ariane (SEP built the rocket 
engine), the company has seen its net profits climb to 18 million francs in 
1981, or 1.7 percent of its sales volume (1.055 billion). For several years, 
the seminationalized company has tried to diversify its output. This explains 
the efforts devoted to Dard, the small, unguided antitank device for the in- 
fantry. [Text] [Paris LE NOUVEL ECONOMISTE in French 14 Jun 82 p 74] 9805 
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ECONOMIC SPAIN 


FOUR-YEAR EFFORT TO REFORM TAX SYSTEM ANALYZED 
Madrid EL PAIS in Spanish 25 Jul 82 pp 40, 41 


[Article by E. Fuentes Quintana; passages enclosed in slantlines printed in 
boldface | 


[Text] Spreading the tax burden evenly, effectively and fairly is a top 
priority for the mandates of the Spanish Constitution to inspire the activi- 
ties of the Public Treasury. The tax reform begun 4 years ago, with the 
consensus of all the political parties represented in Parliament in the 
Moncloa Agreements, was an attempt to respond to that need. On the basis of 
that unique event, without precedent in the history of Spanish taxation, 
Spanish tax reform began to take shape. It is still far from completion, 
however. A progress report on that tax reform (a political commitment) is 
one condition for its continuation. Our fiscal policy has not met that condi- 
tion. Based on the available data, provided recently by the administration, 
taxpayers and Treasury officials, Professor Fuentes Quintana tries to 
present here a progress report on Spanish tax reform. The purpose of this 
tax reform report is to evaluate its achievements and pinpoint its principal 
weaknesses, which must be eliminated so that the tax distribution to which 
all political forces committed themselves at the birth of Spanish democracy, 
can become a reality. 


The history of taxation has proven time and again that a reform that general- 
izes the payment of taxes and distributes them in accordance with the econ- 
omic capacity of taxpayers, is possible only if three conditions are present: 


1) A guarantee of the expression of the country's democratic will. Any tax 
reform generates a conflict of interests and powers in society. Without 
making possible a democratic political participation that will allow for 
the identification of the problems taxes pose for society, criticism of pos- 
sible injustices and the freedom to propose solutions that will win support 
for tax reform, such reform cannot take place. Spain was able to express 
that political will in the general elections of 1977, and tax reform, which 
until then lived only in academic redoubts (where it was born), in the 
reports to the administration's research agencies, and in the plans drafted 
by those agencies (which were then silenced), finally was able to inspire 
and animate political debate. It was impossible to silence or evade Spanish 
fiscal problems in a democratic society. 
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2) The development of the Spanish economy under the auspices of the wave of 
world prosperity between 1951 and 1973 made possible and at the same time 
demanded the modernization of our tax system. There was a glaring and 
scandalous disparity between the productive structure worthy of a developed 
industrialized country that Spain boasted in 1970, and its anachronistic 
tax system, based on 19th-century rates that were insufficient and unfair, 
a system where idiosyncratic and inefficient indirect taxes prevailed. The 
country's economy made possible and demanded the modernization of the tax 
system in order to bring about the socioeconomic equilibrium characteristic 
of a developed country. 


3) A change in the method of reforming dictated by our tax tradition. The 
history of the Spanish Treasury is full of failed tax reform projects. Most 
of the time these projects did not go beyond the planning stage, since they 
were never approved. On other occasions, they became law but gathered dust 
among the legislative collections of our Treasury, without being applied to 
the country's economic and social reality. Finally, they endured the 
ultimate failure of being repealed, or sadly forgotten through disuse. The 
reason is that tax reform is not just a change of regulations. Overestima- 
ting the fiscal legislator's faculties for reform is the greatest mistake 
in trying to bring about an effective change in the distribution of 
taxation. Additonal conditions are necessary: the knowledge and control of 
the economic activities of the taxpayer, along with the expansion of the 
powers of the tax administration and the improvement of the latter's human 
and material resources and organization. It is also essential to create, 
within the spirit of democratic coexistence, a social conscience that will 
support the new/reformed taxes. This third condition of democratic fiscal 
reform, denounced by all available studies on the historic modifications of 
our tax system, tried to inspire the first reform measures (Urgent Tax 
Reform Measures Bill, August 1977). 


The three aforementioned conditions, which are necessary for a modern 
fiscal reform (a democratic political system, correlation between the 
economy and taxation, and an accent on the /other/ conditions of tax 
reform), were all present in 1977 and provided a foundation. Nevertheless, 
these absolutely indispensable conditions were not and are not enough. Tax 
reform began in 1977 because, in addition to the three necessary and 
fundamental conditions outlined above, three singular coincidences came 
about that were indeed sufficient. 


Three Political Coincidences 


A milestone in our taxation history was passed when democratic elections 
were held in June 1977: there was a triple coincidence in the taxation poli- 
cies of the different parties that won parliamentary representation. For 
/all/ of them, tax reform was /necessary;/ they agreed on its /content,/ 
and they felt that the political moment made it /inevitable./ 


Reform was /necessary/ because of the visible defects that taxpayers, the 
tax administration and Treasury officials alike agreed were present in the 
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existing taxes (and which were denounced in the party platforms as well). 
In fact, taxes were being evaded (76 percent of taxpayers considered them- 
selves to have committed fraud); taxes were unfair (80 percent of taxpayers 
and of Treasury delegates believed this); taxes were impossible to under- 
stand because their idiosyncrasies and multiplicity obscured the logic (if 
there was any) of taxes that were firmly rooted at Treasury and were 
demanded more out of habit than on any rational basis. 


In addition to this coincidence of opinion, there was agreement on the tax 
system that would be created, hopefully along the lines of the European 
System. Thus, reform was divided into two large areas: direct taxation, 
expressed in terms of a tax on income from all assets, universally 
enforced, based on the personal and property data submitted by taxpayers 
and applied at a rate that would make it a progressive tax; and indirect 
taxation, consisting of a systematized and organized Spanish version of the 
first European tax: the value added tax. 


Third, tax reform was considered a /timely/ issue: all the political 
parties included it in their platforms in June 1977. 


Thus, there was a /complete consensus/ regarding the need for tax reform at 
the inception of our democracy. 


In contemporary Spanish history there has never been such a situation, when 
tax reform and modernization were possible. The ability to build tax reform 
on the basis of such a consensus is an opportunity that is as incredible as 
it is unique for the treasury of a country. At the same time, however, that 
Opportunity has its risks. 


It will no doubt facilitate the initiation of tax reform, but a fiscal 
change as profound as the one needed by our Treasury has to be gradual, 
phased in over time, while it earns the understanding and support of the 
taxpayers and the daily cooperation of the tax administration. 


Absence of an Institution 


In order to attain this goal, it was necessary to perceive the reform 
process as a great political enterprise, undertaken by an institution that 
would direct the reform process, maintain the spirit and energy of the 
reform effort, inspire the measures that would need to be adopted, study 
and justify them as needed, and answer to society for the change process. 
That institution, which Treasury officials today fiercely defend, must have 
two facets: the executive, where the reform will be directed and oriented, 
and the legislative, where a special commission must be formed to discuss 
and approve measures. That institution, like any enterprise, must be respon- 
sible for a periodic accounting of the reform, to give citizens an official 
report on the progress of the effort and the most promising paths to follow 
in the future. Such an institution, responsible for the entire reform pro- 
cess, has been lacking in Spain, and its absence is manifested in the lack 
of an official report on the reform so that its accomplishments can be scru- 
tinized and its future orientation dictated. 
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This shortcoming is the principal defect of Spanish tax reform. The initial 
consensus on the reform has dissipated over time because the enthusiasm for 
reform has not been maintained. Unjust and often unfounded criticism of the 
reform effort has not been refuted, and no administrative o: legal responses 
have been forthcoming concerning the defects of the process. These defects 
have been pointed out in good faith in many cases, but the only response 
has been silence. Such an institution, capable of undertaking tax reform, 
can in no way be che coordinating commission for the application of tax 
reform to the ncome and capital tax that was created by ministerial order 
on 8 January 1980. As one can see by reading its yearly reports for 1980 
and 1981, there is no strategic design for the reform process, just recapit- 
ulations of provisions. There are no reports on the pros and cons of the 
tax reform measures implemented, or the design of the future tax policy. 


In other words, the process of Spanish tax reform has not been institutional- 
ized, nor do we have any accounting of what has been done so far. This funda- 
mental shortcoming explains the criticism, vacillations and disputes that 
characterize fiscal reform today, and that have prompted some to speak of 
the paralyzation of the movement and others, going even further, of 
counter tax reform. 


Data and Items tor Report 


It is true, however, that in the absence of the institutionalization of tax 
reform and periodic progress reports, we do have data that reveal some 
items of that accounting: data supplied by the administration (basically 
derived from the Public Sector Accounts, especially the studies of the Com- 
mission to Evaluate Physical Persons Income Tax Fraud, and the Commission 
for the Reform of Social Security), data from taxpayers (survey conducted 
in June 1980 by the FIES Savings and Loan Foundation), and finally data 
from studies and analyses made by Treasury officials (including the one on 
the VAT). As far as I know, these data have not been used to make a 
report--even a provisional one--on fiscal reform so as to evaluate its 
progress and orient its future. On the basis of these figures, we will try 
to make the accounting of tax reform that we need today. 


On the positive side of the Spanish tax reform balance sheet are four funda- 
mental points: 


-~-The selection of the European taxation system, based on direct and 
personal income taxes and the value added tax as basic contributions, was a 
responsible and careful decision that is still valid today. There cannot be 
much argument about this fiscal decision; the important thing is to 
implement it fully. 


-~Tax reform was undertaken at an opportune moment, because no fiscal 
reform in history has been carried out with the favorable winds of 
prosperous economic conditions and a stable social and political situation. 
In June 1977 Spain was reaching a critical point at which it could not 
continue further with a fiscal system that made evasion and injustice a 
daily occurrence. 
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--AS a coherent tactic consisting of anticipating administrative reform 
measures and tax enforcement efforts, the tax reform effort adopted measures 
that would have to be constantly revised and updated throughout the reform 
process. 


--Tax reform has achieved some of the results that were originally set 
forth when it was designed and agreed upon among the different parliamentary 
parties: it has increased the revenues collectible through direct income 
and capital taxes, spreading the tax burden more equitably (direct taxes, 
which in 1973 made up 4.19 percent of the GDP, while indirect taxes 
represented 8 percent, rose to 6.93 percent in 1981, with indirect taxes at 
7.35 percent); it has relieved tax pressure on businesses, stepping it up 
for families (the business tax/family tax ratio went from 146 in 1973 to 45 
percent in 1981); and tax flexibility has improved considerably. 


No Generalized Enforcement of Income Tax 


In contrast to the positive aspects of Spanish tax reform, there is a 
series of negative aspects that have been revealed over time. Future tax 
reform policy should aim at eliminating these defects. 


The most important problem is pointed out clearly in the report by the Com- 
mission on Income Tax Fraud: the /lack of generalized/ enforcement of this 
basic tax. Two statistics provide proof: only 59 percent of taxpayers 
required to file returns do so, while the income declared amounts to only 
44 percent of what should be reported to Treasury. These figures mean that 
the income tax is an /unequal/ tax. Taxation of income is also unequal de- 
pending on its /origin,/ as well as the /method of estimation./ I say depend- 
ing on its origin, because earnings from work present a wide gap between 
what is taxed and what is taken in (only 54 percent of work earnings are 
taxed), but this different is even greater for income from personal and 
real property and from entrepreneurial and artistic endeavors, for which 
only 24.7 percent of earnings are reported to Treasury. There are also 
major discrepancies depending on the method of estimating income. The 
so-called /singular objective estimate/ method does not express the taxpay- 
er's true ability to pay. It is an unfair fiscal device that has been 
denounced as such by the Fraud Commission, because the differences between 
the income figures of those who use that method and the taxpayers' real 
income are very significant. Correcting all the defects stemming from this 
inequality should be given high priority in the tax reform policy. 


That flaw, caused by the lack of widespread tax enforcement and discrimina- 
tion among taxpayers, is reflected very clearly in the taxpayers' opinion 
of the fiscai reform process (FIES Savings and Loan Foundation survey, 
whose results are presented in the work by F. Alvira and J. Garcia Lopez, 
"Los espanoles, despues de la reforma fiscal" [Spaniards after Fiscal 
Reform], in HACIENDA PUBLICA ESPANOLA no 72). For taxpayers, tax reform is 
above all a reform of personal taxes, and the majority of taxpayers believe 
that /the new taxes are not enforced fairly./ Thirty-four percent think 
they are unfair; 21 percent think they are fair. That difference probably 
is an indication of the dis aitisfaction derived from the unequal distribu- 
tion of the tax burden. 
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Public Spending Policy 


The second great liability of the reform program is revealed in the /ratio 
of public spending to tax sacrifice,/ obtained from taxpayers' opinions. 
The difference between the benefits derived from public spending and the 
sacrifice demanded by taxes rose in November 1975 to -0.22 (more sacrifice 
than benefit in the subjective view of taxpayers), and then to -1.16 in 
June 1980, a jump of 0.94. 


This worsening ratio between public spending benefits and tax costs makes 
it impossible to continue a democratic fiscal reform without at the same 
time modifying public spending policy. 


The third defect in the fiscal reform process is manifested in the /unilat- 
eral nature of tax reform./ The income tax for physical persons has been 
reformed--partially--but indirect taxes have not changed. The implementation 
of the VAT is considered to be the solution to three great problems, which 
have not been given the attention they deserve. 


The first and most fundamental of these problems is to prevent the adverse 
consequences the VAT could have for exports. The gap between the fiscal 
exemption for exports which is currently applicable, and the tax burden 
implicit in the current system governing exported goods, is between 4 and 5 
percent at this time. However, the differences are greater on a sectorial 
level, which will create very serious problems for exports in some sectors. 
These difficulties will have to be solved as effectively as possible before 
the VAT is put into effect. 


Secondly, revenues obtained from the VAT should be enough to compensate and 
reduce business Social Security contributions, which are a major obstacle 
to the creation of jobs. Businessmen are correct in asserting the need for 
this reform in the financing of Social Security in order to step up 
production and enhance the competitiveness of our products, and also to 
prevent any hindrance in generating employment. It will be necessary to 
implement the proposals of the Social Security Reform Commission to reduce 
business quotas and replace those contributions with the VAT. 


Thirdly, the inflationary effects of any value added tax cannot be ignored. 
It has been estimated that the result will be an increase of 3 to 4.6 
percent in consumer prices, which should be used as a term of reference to 
define economic policy at the time it is adopted. 


Inflation and Tax Incentives 


The income discrimination caused by the /process of inflation/ in recent 
years is another negative aspect of the reform program that must be recti- 
fied. The latest budget's increases in the rates of the personal income 
tax, without regard for inflation, obviously made the rates more progres- 
sive, and thus less acceptable to taxpayers. In the view of Treasury 
officials, the ability to pay has always been the /real/ ability to pay, 
that is, discounting inflation. Taxing citizens more because inflation is 


4] 


on the rise is tantamount to encouraging them to renege on cheir fiscal 
obligations. 


The Spanish taxation system recognizes at present a considerable number of 
tax incentives. In accordance with constitutional precepts, tax exemptions 
and rebates should be related, but Spain does not yet have a /Fiscal 
Spending Budget./ The current revenues the government gives up by granting 
benefits to certain sectors or persons actually mean negative income; that 
is, they amount to expenditures in the form of reduced taxes (fiscal spend- 
ing). The idea of drawing up a fiscal spending budget has taken hold in 
many treasuries for the purpose of informing parliaments cf how much is 
spent each year in the form of benefits granted to certain sectors or activi- 
ties, so that the legislatures can assess their importance, their cost, and 
decide on the wisdom of continuing them. This /fiscal spending budget/ does 
not exist in Spain, and that is a major shortcoming of the tax reform 
process. 


Reforms Pending in Three Sectors 


Three major sectors remained outside the scope of tax reform in 1977: 
Social Security, where the financial reforms mentioned above are urgently 
needed, as are indispensable economies in spending; the local corporations 
sector, whose constant indebtedness and irrational taxation procedures will 
have to be studied and decided upon; and the autonomous entities sector, to 
which major transfers have already been made, and which demand at least a 
report on their /concrete applications,/ unknown to Spanish citizens at 
this point. 


The above items should be included in the future reform of our tax system. 
Working on these problems would be the best way to pay tribute to the impor- 
tant refor:, effort the country made after its first democratic elections. 


The desire to bring about fiscal justice and to improve our old tax system 
should not be relegated to the past or to history; it is a commitment that 
obliges us to consolidate and continue the reform process at this time. The 
creation of a democratic Treasury and the elimination of the flaws that 
have been revealed over time, constitute a great need and a political objec- 
tive of the utmost importance. 
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What has been done with the income from fiscal reform? Perhaps the most 
direct and firm answer would be to assert that it has been eaten up by cur- 
rent expenditures: consumption and transfer costs, and that the funds ob- 
tained have not been enough. Public spending has risen from 23.09 percent 
of the GDP in 1973 to 34.29 percent of the GDP in 1981, an increase of 11.20 
points, 4.72 points more than public revenues. Public consumption took 2.71 
points, and other subsidies and transfers, 1.44 points. Meanwhile, public 
investment grew only 0.25 points, capital transfers 1.01 (for the most part, 
earmarked to cover losses by public and private enterprises). The fact that 
public spending exceeded public revenues by 4.72 percent of the GDP reveals 
the magnitude and importance of the public deficit, the great epidemic of 
our Treasury. The policy of disciplining and reforming public spending must 
accompany and complement tax reform. 


Key: 
1. Public consumption 
2. Pensions 
3. Unemployment 
4. Subsidies and others 
5. Capital F.B. 
6. Capital transfers 44 
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ECONOMIC SPAIN 


ECONOMIC REPORT FOR 1979 CONFIRMS REGIONAL DISPARITIES 


Madrid YA in Spanish 16 Jul 82 pp 36, 37 
[Article by Juan Velarde Fuertes ] 


[Text] The always eagerly-awaited volume put out by the Banco de Bilbao, 
"National Income and Its Provincial Distribution, 1979" (271 pages, Bilbao, 
1982), has just reached the desks of those interested in the subject. We 
immediately began an avid analysis of its ccentents. 


One fact should be pointed out first: the consolidation of the division of 
the Spanish economy into two quite disparate sections. One, the northeast, 
is rich; the other, the southwest, is poor. The former comprises the provin- 
ces that have all or most of their area to the right of the straight line 
between Cape Palos and Cape Ortegal. Northeastern Spain includes the pro- 
vinces locared in Asturias, Cantabria, Vascongadas, Navarra, La Rioja, Ara- 
gon, Catalonia, Baleares, Reino de Valencia, Old Castilla (except for 
Avila), plus Leon, Palencia, Valladolid, Madrid, Cuenca and Guadalajara. It 
covers 250,938 square kilometers. The remainder, 253,812 square kilometers, 
is southwestern Spain. I have found no other line that divides Spain more 
equally. In 1955 northeastern Spain accounted for 67.99 percent of the 
gross domestic product at factor cost. In 1977, that figure rose to 70.62 
percent. Now this process is evidently slowing down; rich northeastern 
Spain accounted for just 69.85 percent of the GDP in 1979. 


The previous volume on Spain's provincial income by the Banco de Bilbao 
estimated the population of 1977 at 36,566,168. Now the figure has been 
reduced to 36,140,005, interpolating from 1981 census figures. The 1979 
total was 36,902,075, of which 60.58 percent, or 22,356,829, corresponded 
to the northeast. In 1955 that figure was just 52.5 percent. Between 1977 
and 1979 the population of Spain rose by 762,070. Of that figure, 521,876 
(68,° percent) was in northeastern Spain. In any case, as a consequence of 
the eucnomic crisis, the brakes have been applied to migratory movement. 


As indicated clearly on page 51 of this study, the result is that "while 
there is a trend toward concentration of the population in the more 
populous areas as well as the more developed ones, the trend toward the 
concentration of production in these same areas has been broken. Rather, 
there has been an expansion of more intermediate zones in provinces where 
the sectors are more structurally balanced." 
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Thus, we can point out the ten provinces with the most and the least growth 
of per capita family disposable income during the 1978-79 period, in the 
following tables: 


Ten Provinces with Highest Growth 
(In Descending Order) 


Province Increase (%) 
Lugo 62.1 
Jaen 61.1 
Alicante 56.6 
Albacete 56.2 
Cordoba > > 
Avila ot 
Bada joz 53.3 
Granada 53 
Las Palmas 52.1 
Murcia 51.7 


Ten Provinces with Lowest Growth 
(In Ascending Order) 





Province Increase (%) 
Vizcaya 22.3 
Guipuzcoa 26.1 
Alava 28.3 
Soria 30.5 
Madrid 35.3 
Burgos 35.4 
Palencia 36.1 
Huelva 36.9 
Navarra 38.5 
Valladolid 38.9 


It seems clear that a differentiation must be made among four groups, accord- 
ing to their efforts: 1) the poorest provinces which have made a great 
effort to resolve their difficult situation; this group applies the princi- 
ple that "The Lord helps those who help themselves" in what could be 
considered a regional policy; 2) the poorest provinces which are resigned 
to their fate, those which will constitute the essential nucleus of the 
most depressed part of Spain; 3) the rich provinces which are slackening 
their pace; and 4) the rich provinces which continue to make a healthy 
effort to develop; normally, here is the strongest and most potent nucleus 
in Spain. 


It should be noted that in each group the provinces are listed in 
descending order of their per capita disposable family income. 


Group 1 Group 2 Group 3 Group 4 

Las Palmas (+) Teruel (-) Barcelona (+) Gerona (+) 
Murcia (+) Leon (-) Madrid (+) Baleares (+) 
Malaga (+) Almeria (+) Tarragona (+) Huesca (+) 
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foledo (+) Cuenca (-) Alava (+) La Rioja (+) 


S.C. de Tenerife(+) Soria (-) Valencia (+) Lerida (+) 
Seville (+) Salamanca (+) Navarra (+) Zaragoza (+) 
Lugo (-) Zamora (-) Guipuzcoa (+) Alicante (+) 
Avila (-) Cadiz (+) Castellon (+) Pontevedra (+) 
Orense (-) Huelva (+) Valladolid (+) La Coruna (+) 
Ciudad Real (-) Asturias (+) 

Albacete (+) Cantabria (+) 

Cordoba (+) Palencia (+) 

Caceres (-) Vizcaya (+) 

Jaen (-) Guadalajara (+) 

Granada (+) Burgos (+) 

Badajoz (-) Segovia (-) 


To understand whether or not there is a deceptive factor because of immigra- 
tion or emigration (a rapid movement of population could mean a rise, when 
the divisor of per capita income falls, and vice-versa), I have put a + 
Sign to indicate that during the 1977-79 period the province gained popu- 
lation, or a - sign to indicate that it lost population. Because the popula- 
tions are extrapolated, I don't dare do much more. Thus, it is clear that 
the poor provinces that are making a great effort to emerge from their situa- 
tion are made up of the two Canary Island provinces, part of the Guadalqui- 
vir Valley (Seville, Cordoba), plus two other Eastern Andalusian provinces 
(Malaga and Granada) in addition to Murcia, Albacete and Toledo. The poor 
provinces seem to be clustered without exception in two interior nuclei: 
the Iberian System (Teruel, Cuenca and Soria) and the end of the Duero 
Valley (Leon and Zamora). All the richest provinces that have diminished 
their efforts, except for Burgos, experienced population growth. Or, to say 
the same thing in other words, Burgos is clearly the province that has made 
the least effort. Finally, it is clear that the Spain that is strengthening, 
even expanding, its development lies in the Ebro Valley (La Rioja, Zaragoza, 
Huesca and Lerida), with a complement in the Pyrenees consisting of Gerona, 
plus Alicante, Pontevedra and La Coruna. Lastly, five provinces (Gerona, 
Baleares, La Rioja, Lerida and Alicante) have proven to be particularly 
dynamic, while three have particularly low growth rates: Soria, Cadiz and 
Huelva. The fact that there are some hypercrises linked to the oil crisis 
explains what is happening in Cadiz and Huelva. Of course, it is also pos- 
sible to observe some major provincial booms and busts. 


First of all, it should be noted that the Catalonia and Baleares bloc has 
moved into first place in Spain with respect to per capita disposable 
family income. The following table shows the changes in position in the 
last 10 years: 


Province Place in 1969 Place in 1979 
Gerona 7 1 
Baleares 4 2 
Barcelona 5 3 
Tarragona 10 5 
Lerida 11 8 
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This improvement can be expanded to that of the Ebro-Pirineos Valley, which 


is in line with what we stated above: 


Province Place in 1969 Place in 1979 
Huesca 16 6 
La Rioja 12 7 
Zaragoza 14 10 


The factor that has slowed down an apparently irreversible progress in north- 
eastern Spain is particularly due to what happened in Vascongadas and Na- 
varra. The four provinces have experienced a spectacular plunge in growth, 
and they are precisely where the Basque Fatherland and Liberty Group (ETA) 
and other terrorist groups linked to the foreign "Abertzale" populism move- 
ment, have been most endemic: 


Province Place in 1969 Place in 1979 
Guipuzcoa 1 14 
Alava 2 9 
Vizcaya 3 20 
Navarra 8 13 


Above all, the Basque decline is spectacular in its contrast to the afore- 
mentioned surge in Catalonia. The Asturian and Santanderian economies are 
also in the middle of a period of stagnation or even recession: 


Province Place in 1969 Place in 1979 
Asturias 19 17 
Cantabria 4 18 


Madrid, whose position has improved since 1969 (it was in sixth place and 
is now in fourth), has nonetheless abandoned the prestigious number one 
slot that it occupied between 1973 and 1977. 


The other geographic nuclei have moved into very important positions, as 
shown below: 


Province Place in 1969 Place in 1979 
Valencia 17 11 
Alicante 24 12 
Murcia 31 29 
Almeria 50 30 
Malaga 40 33 


The success of Almeria, in this context in southeastern Spain, must be con- 
sidered spectacular. 


What has occurred in che more industrial part of Andalusia, as well as Gran- 
ada, contrasts with the Andalusia that is engaged in export agriculture and 
tourism: 


Province Place in 1969 Place in 1979 
Seville 27 35 
Cadiz 32 44 
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Cordoba 38 45 


Huelva 39 46 
Jaen 47 48 
Granada 45 49 


Income has fallen, partly because emigration possibilities have been cut 
off and partly because the industrial model that lay behind the Seville-Ca- 
diz-Huelva triangle has fallen apart, Another reason is that the general 
economic crisis has begun to hit agriculture. 


Of course, neighboring Extremadura is also suffering from this slump: 


Province Place in 1969 Place in 1979 
Caceres 48 47 
Badajoz 44 50 


Without using these statistics, certain sociopolitical reactions which, in 
my opinion, are a castigation against a harsh reality rather than for any 
ideological considerations, might be misunderstood. 


Another economic bloc that has improved somewhat is Galicia: 


Province Place in 1969 Place in 1979 
La Coruna 35 23 
Lugo 37 37 
Pontevedra 29 22 
Orense 49 40 


In order to have a 20-year perspective, we should now look at a comparison 
between the Spain of 1955 and that of 1979. For that purpose we will use 
another measurement, per capita income. Let us look at the top five provin- 
ces > 


Provinces in 1955 Order Provinces in 1979 
Vizcaya 1 Madrid 
Guipuzcoa 2 Barcelona 
Barcelona 3 Gerona 

Madrid 4 Alava 

Alava 5 Baleares 


[n sum, it could be said that Vizcaya and Guipuzcoa have been replaced by 
Gerona and Baleares. Note that the same has not happened with Alava, a pro- 
vince where the terrorist role of the ETA is markedly limited. 


As for the situation of the five lowest-income provinces, the change is 
also curious: 


Provinces in 1955 Order Provinces in 1979 
Albacete 46 Caceres 
Granada 47 Granada 
Caceres 48 Jaen 

Almeria 49 Orense 

Orense 50 Badajoz 
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[t appears clear that two provinces have escaped the infernal circle of 
poverty that tends to crystallize: Albacete, which in 1979 was in 4lst 
place, and Almeria, which rose from 49th to 38th place. On the other hand, 
the tenacity of Caceres, Granada and Orense is surprising. Badajoz and Jaen 
can be included in the group, because their respective positions were 45 
and 44 in 1955. 
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ECONOMIC SWEDEN 


ECONOMY CAUGHT IN VICIOUS CYCLE WITH TRADE BALANCE PROBLEMS 

Stockholm SVENSKA DAGBLADET in Swedish 26 Jul 82 p 1l 

[Article by Kjell Brodda, Karin Henriksson, and Bjorn Suhl] 

[Text] Sweden is caught in a vicious cycle, Our oil bill already is a heavy 


burden and now we are being forced to pay more and more interest--for money 
we have borrowed abroad for consumer goods. 





We will export ourselves out of the crisis, the saying goes, But Swedish goods 
cost more than those of our competitors and, in addition, world trade is not 
increasing--on the contrary. At best, higher earnings from exports will cover 
only the increasing interest payments on foreign loans. Sisyphus would have 
felt right at home here. 


The trade balance deficit means that we are spending more money abroad for 
goods, services, foreign aid, etc. than we are receiving in payment for the 
export of our goods and services. We have been living with a deficit since 
the first major oil price rise in 1973 and 1974, 


The trade balance deficit is one of the most serious problems in the Swedish 
economy. Can we overcome this problem? Is the goal of achieving a balance by 
1990 sufficient? Or must we proceed more rapidly and achieve a balance by 
1985? 


"If we postpone trying to achieve a trade balance too long, we never will get 
around to dealing with the problem. We must attempt to achieve a balance 
within 5 years," said Bank of Sweden president Lars Wohlin. 

"The longer we delay and the more we mortgage future production increases, the 
more difficult it will be to make the necessary adjustment," said Olle Lindgren, 
chief economist of Skandinaviska Enskilda Banken,. 

Threatens to Become Permanent 

A trade deficit is not necessarily serious, It becomes serious if the deficit 


is a symptom of a fundamental lack of balance in the economy, when it threatens 
to become permanent and grow uncontrollably, and when the deficit narrowly 
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limits the freedom of the Bank of Sweden and of the government to conduct 
economic policies. 


Sweden now has reached that point--there is general agreement on this fact 
among both politicians and economists. 


More Loans 


As a direct result, we are risking unrestrained borrowing abroad, This, in 
turn, leads to increased interest payments which take a bigger and bigger 
bite out of export revenues. 


Sweden also has reached this stage. 


"At best, any possible increases in exports will cover only the increased 
interest payments,'"' said Hans Werthen, chairman of the Federation of Swedish 
Industries and chairman of the board of one of Sweden's largest exporting 
companies, Electrolux, 


The deficit in the interest balance (i.e. the difference between what we pay 
abroad for our loans and what we receive in interest payments from abroad) 
tripled between 1979 and 1981, to about 12 billion kronor. This year the 
deficit is expected to increase by an additional 3 billion kronor. 


"Threat to Prosperity” 
"In the long run, a country cannot finance its consumption with foreign loans," 


said Ingvar Carlsson, member of parliament (Social Democrat). "Eventually, 
full employment and prosperity are threatened if the deficit becomes permanent." 


This opinion is shared by the head of the Bank of Sweden. 


"We have yet to find a country with trade balance problems that has achieved 
full employment," Lars Wohlin said, 


Reasons 

How did this come about? 

The most important reason is the oil price increases during the 1970's, All 
industrialized countries were hard-hit, but Sweden is one of the OECD (Organi- 
zation for Economic Cooperation and Development) countries that are most 
dependent on oil imports for their energy supply. The trade deficit also 
results from some well-known phenomena in the Swedish economy during the past 
6 or 7 years: 

an ever-increasing deficit in the state budget for several consecutive years; 


the drop in competitive strength of Swedish goods both at home and abroad; 


the structural changes that almost entirely neutralized the old Swedish 
showcase industries such as shipbuilding, textiles and ready-made clothing, 
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and commercial steel production--whether this is the result of the so-called 
cost crisis or the appearance of new, more efficient competitors on the world 
market. 


In a report from the National Industrial Board, economist Sven Grassman pointed 
to a fourth, perhaps overlooked, reason: 


Throughout the 1970's, the rate of increase in demand in Sweden was lower than 
in other industrialized countries. Thus, Swedish industry utilized its 
capacity poorly, which resulted in lower productivity, thus exacerbating the 
cost crisis. 


Others Also Have Problems 


Sweden is by no means alone. Most of the 24 OECD member nations, for example 
Belgium, Denmark, France, and Canada, have trade deficits. 


"Now people in all these countries are sitting around and thinking about how 
they can overcome the trade deficit,’ Olle Lindgren said. "A trade deficit 
is a direct reflection of budget deficits. Those who determine the inter- 
national groundrules, such a Ronald Reagan in the United States, already have 
begun taking steps to cut back on the public sector. It is dangerous to lag 
behind." 


Steps By The Government 
What, then, has the Swedish government done to reverse the trend? 
Economy Minister Rolf Wirten (Liberal Party) said: 


"We have combined measures to stimulate the economy with economic cutbacks in 
our so-called "September package" and other measures. The 10-percent devalu- 
ation in September restored competitive strength to our industry. The latest 
round of budget negotiations also resulted in plans to save 12 to 13 billion 
kronor." 


Rolf Wirten also pointed to successful efforts to save energy, increased 
interest in savings in the form of stock purchases, and the marginal tax 
reform which should hold down wage demands and inflation. In addition, the 
labor-market laws have been amended to facilitate new employment as the 
economic situation improves, 


Not everyone believes that the steps taken by the government are sufficient. 
Economics professor Johan Lybeck believes, for example, that financing the 
tax agreement with a payroll tax sharply reduces the competitive strength of 
Swedish companies. 


"We have had four ‘one-time’ devaluations but they have not improved our 


competitive strength--only restored the exchange rates to the previous level," 
he said. 
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"The government has underestimated the inflationary effect of devaluations and 
overestimated their positive impact on competitive strength." 


Olle Lindgren also believes that our competitive strength is far from restored, 


"I believe we need a cost adjustment of about 15 percent so that our export 
industries can recapture lost markets," he said. This could occur either 
through wage decreases or a decrease in payroll taxes. 


The Future 
What wiil be the outcome? 


The most recent long-range study (LU 80) calculated possible trends using 
several different scenarios. Not even in the most optimistic alternative is 
the trade balance restored by 1985, The deficit remains unchanged in terms 
of kronor (about 15 billion kronor). This represents a smaller percentage 
of the GNP, the gross national product, comparel1 to the present situation, 
however. 


To achieve this, our exports must increase more rapidly than world trade in 
general (+7.5 percent), inflation must be low (5 to 6 percent), there must 
be modest wage increases, and consumption must be severely restricted, 
especially in the public sector, 


If the public sector continues to expand, the future will be bleak, according 
to the long-range study. According to this scenario, the trade deficit in 
1985 would be 50 billion kronor, In theory, rapid growth and full employment 
would be achieved, but this theory does not coincide with reality, according 
to the long-range study. Before achieving these goals, a change in economic 
policies would be required. This would occur because the rapidly increasing 
deficit would force the inflation rate up and increase the government's need 
to borrow money abroad to such a level that the banks would refuse to go 
along. 


Higher Oil Bill 


This year the government believes that the trade deficit will decrease by 
about 1 billion to just over 14 billion kronor. Over half the year has passed 
and it is doubtful that the government estimates are correct. Our oil bill 
may be 1.5 to 2 billion kronor higher due to the high exchange rate of the 
dollar and because exports may not increase as rapidly during the second half 
of the year due to the lagging recovery in the international economic situation. 


Not even an improvement in the economic situation would automatically improve 
the trade balance. When the wheels begin to roll, oil consumption rises--along 
with the deficit in the trade balance. This is yet another reminder of the 
importance of oil imports in this connection, 


"Thus, the deficit we must overcome is not the 14 to 15 billion of today, but 
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the 20 to 25 billion kronor deficit we would have during a period of intense 
business activity," Johan Lybeck said. 


It was easier to restore the balance during previous deficit periods. During 
the 1920's and 1930's, competitive strength was restored by reducing wages. 


"Blunt Instrument" 


"During the so-called lost years of 1970 and 1971, unemployment was allowed to 
rise as part of our policy of restraint, but in a socially developed country 
this has become a blunt instrument," Hans Werthen said. 


"Today the labor market has been manipulated to such an extent that consumption 
does not decrease when unemployment rises. Instead, we must concentrate on 
what really has destroyed the balance since 1973 and 1974--oil imports." 


Two Prerequisites 


There seems to be total agreement on the two important prerequisites for 
restoring the trade balance: improved competitive strength both at home and 
abroad and a sharp decrease in oil imports, 


In the short term, no one wins political points by combatting the trade 
deficit. Will the politicians make the unpleasant political decisions that 
will be required? 


Can Sweden Achieve A Trade Balance By The Mid-Eighties? 
Ingvar Carlsson, member of parliament (Social Democrat): 


"Yes, if the present negative economic trend is reversed. The decisive question 
is how the balance is restored, There are other goals that are at least as 
important: full employment, stable money value, economic growth, and an even 
distribution of our prosperity. Our goal is to restore the baiance and restore 
full employment at the same time." 


Olle Lindgren, chief economist of Skandinaviska Enskilda Banken: 


"Yes it is possible. We must set our goals high enough and achieve them. The 
trade deficit also is a reflection of the deficit in the national budget. For 
this reason, the public sector must be reevaluated thoroughly. We also must 
think about what taxes we should have," 


Johan Lybeck, professor of economics at Goteborg University: 
"Not by 1985, but by 1990. We must remember that, in spite of everything, the 
ZOvernment can take only marginal steps to restore the balance. A real adjust- 


ment takes time. But sooner or later we must achieve a balance--not because of 
the present deficit level, but because of the rate at which the deficit has 
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increased and apparently will continue to increase," 


Hans Werthen, chairman of the board at Electrolux and chairman of the Federa- 
tion of Swedish Industries; 


"Something must happen soon. It seems hopeless to try to catch up with the 
growing foreign debt. The situation would have been much better if we had 
borrowed for productive investments--then we would have had something with 
which to pay back the loans. It will not be easy to achieve a balance, but it 
will be even worse if we have to take orders from foreigners," 


Rolf Wirten, economy minister (Liberal Party): 


"No, we cannot achieve a balance in our foreign trade by 1985, but our debts 
will not continue to increase. The goal of our economic policy is to achieve 
a balance by the end of the 1980's. It is difficult to say exactly when, 
since we are so dependent on various factors. Unforeseen events occur every 
quarter." 


Lars Wohlin, president of the Bank of Sweden: 
"Yes, within 5 years, but that will require firm economic policies. One 
requirement will be to attack the budget deficit, which will not necessarily 


mean enormous sacrifices by the Swedish people. It is unreasonable for us to 
shift the burden onto coming generations." 


The Problem in Figures 


Trade balance, 1 billion kronor 


1981 1982 prognosis 

Trade balance -2.8 +2.0 

export of goods +144,1 +167 .4 

import of goods -146.1 -164.6 

revision of statistics - 0.8 - 0.8 
Service balance +1.1 +1.0 

shipping balance +4.1 +4 .3 

travel balance -6.4 -6.9 

other services -6.9 -8,3 

revision of services +10.3 +11,8 
Transfer balance -14.0 -17.4 

interest balance -11.5 -14.6 

foreign aid -8 -4,3 

other transfers -2.4 -2.8 

revision of transfers +3.7 +4 ,2 


56 








Trade balance -15,.8 
percentage of GNP -2.8% 


Sources: Revised financial plan and reyised national budget 
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POLITICAL FINLAND 


BRIEFS 


VIROLAINEN BOOK ON KEKKONEN ERA--Johannes Virolainen will publish a new book 
this fall. The book will be a collection of thoughts on the recently concluded 
Kekkonen era in Finnish politics, Virolainen has little to say about the 
post-Kekkonen era, ''No one knows yet what will happen," he said. Virolainen 
revealed his plans for the book in an interview with Uusi Suomi at Vironpera 

in Lojo where he does some farming and is collecting his thoughts for the 
political battles this fall, "It is amazing that there is not more written 

in this country," Virolainen said in the interview, He believes that Kalevi 
Sorsa, especially, should do some writing, "More should be written, All too 
often it is said that this or that is not suitable for publication." Johannes 
Virolainen proposes that a special day be designated to commemorate Urho 
Kekkonen in the same way that the marshal's birthday is celebrated, Virolainen 
also favors the idea of a peace prize bearing Kekkonen's name, but perhaps 
Jan-Magnus Jansson and the Paasikivi Foundation are right in wanting to con- 
sider this possibility some more, according to Virolainen. Kekkonen will not 
be forgotten, Virolainen said in reference to the recent discussion on the 
post-Kekkonen era. Virolainen himself will remember the former president by 
including a previously unpublished letter in his new book. [Text] [Helsinki 
HUFVUDSTADSBLADET in Swedish 18 Jun 82 p 16] 9336 


CSO: 3109/208 
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POLITICAL GREECE 


SURVEY OF FORTHCOMING MUNICIPAL ELECTIONS BATTLE 
Athens I KATHIMERINI in Greek 27-28 Jun 82 pp 4, 15 
[Article by G. Tambakopoulos] 


[Text] The damage which the government has suffered in the 8 months that it has 
been in power will be ascertained in the municipal and communal elections of 

17 October, beginning with the country's leading municipality. This view is 
asserted by many officers of PASOK, who see it as possible that the municipal 
elections will be "the beginning of the end" for their party. Already the 
disagreements about the candidacy of some mayors, above all in the country's 

large cities, are intensifying the uncertainty which prevails within the governing 
party. On the other hand, the "hard-liners" of PASOK's Executive Office appear to 
be confident about a new electoral victory by them--but this view is not supported 
by other officers of the party. 


The electoral battle in Athens--where also the war of opinions will be waged--is 
another great trial for PASOK, since it seems that it will enter into the first 
round without the support of the KKE. Also, the fact that many officers of the 
movement are dissatisfied with the support once again for Dim. Beis is putting 
its leadership into a very difficult position, since naturally the New Democracy 
Party will exploit not only the manifested dissatisfaction of these officers 

but also the dissatisfaction of all the Athenian people. 


Many people are asserting that the upcoming electoral battle in the capital will 

be waged by way of the confrontation of two dissimilar philosophies. The one (with 
its lack of success up to now being given) that of a personal municipal authority-- 
a philosophy which has been imposed up to now by party-line voting. The other, 
certainly with the weight of its responsibilities in the past, but full of precepts 
and with a person who can "oil the wheels" to solve the problems of Athens and 

also more generally to expedite solutions to problems involving local self- 
government, by way of the Central Union of Municipalities and Communes of Greece 
(KEDKE) . 


The spectrum which Tz. Tzannetakis is being invited to cover, many people maintain, 
is not only the spectrum of New Democracy voters. The dissatisfaction of the 
Athenian people with the fact that whereas before the elections the administration 
had a ready solution to the cloud problem, since the elections it has not been 
able to get to the bottom of this, the bans on vehicle movement which have grown 
into a habit, the local problems whose solutions were not found--all these "belong" 
to all the Athenian people and not just to the New Democracy voters. 
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Fever Pitch of Activity 


Meanwhile, the "feverish activities" are continuing in the parties with respect to 
selecting those persons who will enter into the next elections. But already 
reports refer to certain persons for sure, either because they are regarded as 
worthy candidates for municipal or communal mayor (as concerns the work which 
they have to their credit), or because they already have a party's support as 
persons who are active in a specific political camp. We are mentioning today some 
of these persons from the camps of PASOK and the KKE, since in the New Democracy 
Party the activity is continuing in the search for the broadest possible political 
representation in the coming municipal and commuial elections. Thus, the names 

of these people are: 


In PASOK 


In Athens, PASOK will support once again the present mayor of Athens, Dim. Beis, 
but without the concurrence of many of its officers. In Piraeus the candidacy 
of the present deputy minister of commerce, G. Papaspyrou, is considered certain, 
while for Patrai the deputy from Akhaia, G. Solomos, has been nominated as a 
candidate. 


In Salonica there are many problems, and it seems that the mayoral candidate whom 
the governing party will support will be one of the subjects of an understanding 
with the KKE--despite the fact that some officers of PASOK's Executive Office 

do not wish to see anything of this sort. 


Thus the municipal and communal mayors whom PASOK will support are the following, 
according to our information: 


In the Large Cities: 


Argos: Iniokhos Katsaros; Ag. Nikolaos: G. Khatzidakis; Alexandroupolis: An. 
Skoulakakis; Agrinion: T. Tekhtzis; Arta: Ag. Sakka; Atalandi: Konstandinos 
Mandras; Volos: M. Koundouris; Gastouni: P. Pepelasis; Grevena: Kon. Kondogiannis; 
Didymoteikhon: G. Nikolaidis; Doxaton: Kh. Foutsitzis; Drama: S. Dimitriadis; 
Edessa: P. Soungaris; Ermoupolis: N. Filaretos; Zakynthos: T. Kefallinos; 
Thermi: V. Vavagiannis; Ierapetra: M. Mygiakis; Ithaki: S. Arsenis; Ioannina: 

A. Glivanos; Kalamata: S. Benos; Kerkyra: I. Kourkoulos; Korinthos: N. Konis; 
Kyparissia: Kon. Adamopoulos; Leukada: E. Grigori; Messini: Kh. Khristopoulos; 
Mesolongi: Kon. Andconiou; Mytilini: A. Apostolou; Naousa: D. Vlakhos; Ptolemais: 
An. Spanidis; Pyrgos: Khar. Kanellopulos; Stylida: Evangelos Pappas; Sparti: 

Ar. Skroumbelos; Trikala: Ath. Trigonis; Farsala: kK. Boutis; Florina: N. Tsikas. 


In the Attiki Area 


Ag. Varvara: Koundouris: Ag. Paraskevi: Bakalakos or Sp. Katsaras; Ag. Ioannis 
Rendi: I. Gryllis; Ag. Anargyroi: Ath. Dimitriou; Aigaleo: Pan. Spiliopoulos; 
Ano Liosia: S. Georgas; Argyroupolis: Dim. Evstathiadis; Menidi: kK. Vrettos; 
Galatsi: V. Papadionysiou; Dafni: Kh. Mikhalopoulos; Erythraia: G. Drimbetis; 
Zografou: F. Sakellariou; Irakleion: G. Iliakopoulos; Lavrion: kK. Pongas; 
Mandra: Kh. Maroungas; Perama: M. Dimitriadis; Tavros: D. Soutos; Ymittos: 
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An. Lendakis; Khaidarion: K. Diniakos; Khalandrion: N. Perkizas; N. Psykhikon: 
Dim. Xaplanderis; Kholargos: Kh. Skourtis; Ag. Dimitrios: The situation with 
respect to Mr Bakogiannis has not been cleared up. Also still unclear is the 
Situation for the following municipalities: Alimos (Tzivanidis), Kaisariani, 
Kallithea, Kifisia, N. Ionia, Petroupolis, Ekali, Ellinikon, and in Liosia, where 
there are two candidates, that of Kotsialiatis and another of Oikonomou. We also 
have two candidacies--the Executive Office has not decided as yet on which PASOK 
will support: In the municipality of Amarousion, where Gardelis and Markadis 

are both being proposed. In Byron, the candidates Konstandilieris and Georgoutsos, 
in Glyfada L. Andonopoulos, Kharlambopoulos, and Andreas Soufis, who is reported 
to be the front-runner. In Ilioupolis we have P. Palmos and Vasilakopoulos, 

in Kamateron we have Kamarinopoulos, in Moskhaton: Papadimitriou; N. Smyrni: 
Bekhlivanidis; N. Filadelfeia: P. Gritselias; Pal. Faliron: Dim. Kapsanis; 
Peristerion: Dimitrakopoulos or Benos; Tavros: Soutos; and Ymittos: Lendakis. 
The processing by the PASOK Executive Office of the nominations by the nomarchy 
committees is continuing. 


The KKE 


In Athens the KKE has not yet settled on a choice for its own candidate--although 

in any case this choice is considered rather certain. However, all the negotiations 
which it will be conducting with PASOK on candidacies in the country's large 
municipalities will play a decisive role in whether or not the KKE will enter 

the municipal elections on its own. Thus, according to our information the KKE 
will support the following in the upcoming municipal elections: 


In the Attiki Area 


Ag. Varvara: M. Soulmiotis; Aspropyrgos: kK. Papapolykhroniou; Vyron: D. 
Nikolaidis; Elevsis: M. Levendis; Ilioupolis: D. Kindis; Kaisariani: P. Makris; 
Kallithea: G. Gallos; Kamateron: V. Katsaros; Keratsinion: D. Sarafoglou; 
Korydallos: D. Malagardis; Metamorfosi: A. Thermogiannis; Moskhaton: A. 
Papadimitriou; N. Ionia: G. Domnakis; N. Filadelfeia: S. Stamatiadis; Nikaia: 

S. Logothetis; Peristerion: D. Folopoulos; Petroupolis: N. Paximadas; Tavros: 

P. Vakalopoulos; Khaidarion: D. Skambas. And as for the remaining municipalities 
and communes, according to our reports the KKE has settled on only the following 
municipalities and communes: In Mytilini, in the municipalities of Agiassos 

and Mithymni, P. Koutris and K. Dokas. Also in these communities: Mandamados: 

D. Veis; Ag. Paraskevi: Kh. Anagnostis; Perama: Ar. Plataras; Kapi: Dim. 
Kelidonis; Thesprotikon: kK. Rembis; and Karystos: G. Kerastaris. 


How Elections Will Be Conducted 


In the same way that they voted in the previous municipal elections, the municipal 
voters will express their preference once again according to tickets in the upcoming 
municipal and communal elections of 17 October as well. The system which will be 

in effect in the approaching municipal and communal elections is the majority 
system for the election of the municipal and communal leaders and the proportional 
system for the election of the municipal and communal council members. 


We will try to give here certain data which are essential for the voters to know, 


indicating in addition the modifications in the electoral law which the Ministry 
of the Interior introduced into the Chamber of Deputies a few days ago: 
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The elections are to be held on the first Sunday after 10 October, from sunrise 
to sunset. 


The age of 18 is the minimum age of the voters, while the age of 21 is the minimum 
for candidates for municipal and communal mayor (with the new modification, the 
latter age has been "reduced" so as to come closer to the age of the voters). 


The recording of the names of the candidates on the ballots is done in accordance 
with the alphabetical order of their last names. For the mayoral candidate the 
mark “candidate for mayor" is put down. Write-ins and deletions on the ballot are 
not permitted. 


The voter is able to express his pereference for a single candidate (single-choice 
voting is in effect). 


The municipal council (on the basis of a new modification) consists of 11 members 
in municipalities with a population up to 5,000 residents, 15 members in 
municipalities of 5,001 to 10,000 residents, 19 in those of 10,001 to 30,000 
residents, 25 in those of 30,001 to 60,000 residents, 31 in those of 60,001 to 
100,000 residents, 35 in those of 100,001 to 150,000 residents, 39 in those of 
150,001 to 500,000 residents, and 41 in municipalities of 500,001 or more residents. 


The election of the municipal mayor, of the village mayor, and of the municipal 
and communal council members is done according to tickets. Candidacies without 
tickets are excluded. Nobody can belong to more than one ticket. 


In the elections of municipal mayors and municipal council members, the winning 
ticket is considered to be the one which amasses the absolute majority of the 
total number of valid ballots, with runner-ups being those tickets which have 
captured as much as a single seat, according to the stipulations made in the 
relevant articles. The same thing is in effect also for the election of the 
communal mayor and community council members in communities with more than 
5,000 residents. In the remaining communes, that ticket is considered winning 
which has amassed the relative majority, and runner-ups are those tickets which 
have received as much as a single seat in accordance with what is stipulated in 
the relevant articles. 


Of the total number of seats of the municipal or communal council members, three 
fifths belong to the winning ticket and two fifths to the runner-ups, each in 
proportion to the number of valid ballots which each of them received. 


In all municipalities and communes which have more than 5,000 residents, if the 
leading ticket collects a percentage of valid ballots of more than 60 percent, 
then the allocation of all the seats is done proportionately among all the tickets 
which are taking part in the elections. 


When a single ticket of candidates is declared, the municipal or communal mayor 
and the municipal or communal council members are chosen from this ticket alone. 
Those receiving the most votes of preference in order, up to the complete filling 
of the number of seats of the municipal or communal council, are chosen as 

reguiar council members, and the remainder are chosen as alternate council members. 
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Finally: 


In municipalities and communes which have more than 5,000 residents, if no ticket 
collects the absolute majority which is needed, the balloting is repeated the 
following Sunday only among the candidates for municipal or communal mayor 

of the two tickets which received the most votes. 


12114 
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POLITICAL GREECE 


ND CHARGES PASOK WITH POLITICAL PURGES 
Athens ELEVTHEROS KOSMOS in Greek 25 Jun 82 p 8 


[Text] In its announcement yesterday, the New Democracy Party charges the PASOK 
administration with conducting a new political purge in its attempt to build a 
state characterized by nepotism, favoritism, and purely partisan behavior. 


As is underlined in this announcement, this charge is being brought more specifi- 
cally because of the dismissal of the lawyer Valendini K. Gondika (wife of the 

ND Eurodeputy K. Gondikas) from the post of head of the legal department of the 
Investment Bank, so that the brother of a PASOK deputy, Ilias Papageorgopoulos, 

a lawyer with the court of appeals, could be appointed in her place. 


As the announcement states, it is worth noting that Valendini Gondika had assumed 
the post of head of the legal department of the Investment Bank before her husband 
had become involved in politics. 


And Other Persecutions 


Moreover, in an announcement made yesterday the ND's parliamentary working group 
for the Ministry of Commerce charges, among other things, that: "From day to 
day, the persecution of public employees is intensifying in a planned and 
systematic way, in order to strengthen PASOK's partisan State." 


More specifically, in the announcement the following is underlined: 


"In recent days, the minister of commerce has transferred a large number of 
upper-level and lower-level employees from one end of the country to the other. 


"Certainly these transfers were not done in order to meet service needs, as is 
maintained, but so that the government of "Change" will have free rein to 
completely capture the Public Administration by threats and intimidation and 
to impose that climate of fear which is desired by the green guards." 


With the Rural Police 


Finally, through its announcement the ND denounces the mass transfers, demotions, 
and humiliations of employees of the rural police, which are continuing methodically 
and systematically for the purpose of strengthening the one-party state. 


64 














The announcement also stresses that these transfers are not being made for the 
sake of meeting service needs, but for the sake of imposing a climate of fear 
and anxiety on those serving in the rural police. And finally it is underlined 
that the New Democracy Party places itself wholeheartedly on the side of the 
suffering employees of this body. 


12114 
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POLITICAL GREECE 


PASOK GOVERNMENT SEEN ENJOYING NO CONFIDENCE 
Athens EPIKAIRA in Greek No 728, 15 Jul 82 p 14 
/Article by "The Politician:" "Government Confronting Problem of Conf idence"/ 


/Text/ While congratulating the two top ministers of the "restructured" 
government, Messrs Arsenis and Koulourianos, President K. Karamanlis 
recommended to them the reestablishment of confidence and the feeling of 
security of the public vis-a-vis the economic policies of the government as 
their necessary priority goals. It is considered certain that Mr Karamanlis 
has made similar and insistent recommendations directly to Prime Minister 
Papandreou for the strenghtening of the government's credibility in the 
international relations of the country. 


Many elements of the government party share the president's feelings. They 
maintain that a fundamental problem of the PASOK government is the lack of 
confidence both in domestic and foreign issues. And, of course, no one 
maintains that this situation was inherited together with "the chaos left 
behind by the Right." To the contrary, all accept that the feeling of 
uncertainty is the work of the 8-month term of office of the first PASOK 
government. A government which --as a government party correspondent of a 
pro-government newspaper wrote-- "attempted to confront on the wing many 
sensitive issues by trial and error, something that often leaves the 
impression of great vagueness, uncertainty and improvisation." The same 
correspondent stressed the need for "clearing up the terms of the game" because 
"the economy does not support contradictory situations nor does it endure a 
lack of a long-term line course." 


Errors or "Structured" Weakness? 


The question that arises is whether the reduced confidence in domestic matters 
and credibility in foreign affairs is due to a lack of experience or to 
erroneous handling of affairs when the elimination of mistrust is feasible 

or is the result of inborn difficulties, i.e. --in PASOK's words-- "structural 
situations" when the reestablishment of confidence is clearly difficult. 


The restructuring of the economic sector reinforces the second view. The removal 
of Mr Ap. Lazaris from government has had a negative reaction among the 
productive classes, primarily because it was decided on without justification, 
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While additionally it gave the impression of a contradictory action with 
relation to the intentions and actions of the government. 


It is recalled in this connection that Mr Papandreou, speaking at the "open" 
session of the ministerial council, hailed the economic policy of the 8 months, 
saying that the drafting of the 5-year plan was moving along satisfactorily 

and that the law on incentives would open the door for investments. Of course, 
the publicly expressed satisfaction of the prime minister for the course of the 
economy up to now would have been more convincing if he had not radically 
changed both structures and personalities in this same sector. Or even if he had 
explained the need for these changes to the public. 


This contradiction is being considered as increasing the mistrust of the 
productive classes which do not know whether Mr Lazaris' "discreet openings" 
will be continued by Mr Arsenis and the KYSYM /expansion unknown/ 

or whether the proclamation in favor of private initiative and the indirect 
assurances for some steps toward the liberalization of the economy will 
actually materialize or whether the threat of socialization measures and 
expansion of state interventionism will be revived. 


The famous "psychological climate" that is being promoted as the basic condition 
for any kind of improvement of the current situation is certain not to be 
developed merely by proclamation of intentions, and even more so when they are 
at variance with concrete deeds and decisions of the government. 


This ascertainment is as much commonplace as inexcusable if the contradictions 
and confusion that are being perceived in the field of economic policy were due 
to errors. To the contrary, considered more logical and equally inauspicious 

is the evaluation that the reason for this situation is deeper. In other words, 
it is being maintained that the concrete changes that were decided on with the 
restructuring /of the government/ were dictated less by political and more by 
party reasons. More specifically, the "unexplained" changes of personalities 
and government composition are attributed by the opposition to an attempt to 
balance out intra-party tendencies. And to the extent tnis evaluation is 
correct, anything other than a clarification of the government's policy and the 
reestablishment of a steady course should be expected. 


Mistrust in Foreign Affairs 


The confusion which leads to a weakening of confidence in the field of the 
international relations of our country can be attributed to these same reasons. 
With the difference that in the issues of foreign policy, the criticism of the 
party of the honorable opposition --and consequently the noting of the incorrect 
handling of affairs, contradictory actions or failures-- is carried on carefully 
and prudently. This is so because the belief that Mr Papandreou must be 
accomodated on a concrete disavowal of all his extreme proclations concerning 
the ties of our country with the West continues to prevail. And since up 
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to now PASOK had not hurt the basic options of foreign policy, certain of his 
"deviations" must be considered as pardonable. 


Nevertheless, this "understanding" is very difficult to be shown in foreign 
issues when the actions of the Greek Government are judged less with favorable 
dispositions or expediency and more with prejudice. In fact, it often happens 
that "positive" statements or actions of the prime minister and his pro-West 
openings are neutralized --if not undermined-- by other elements which have 
occupied critical positions in embassies or international organizations following 
the Change. These elements, either because of dogmatic fanaticism or bc-cause 

of a lack of “adaptability,” hasten to "authentically interpret" PASOK's 

foreign policy whenever the prime minister's statements or actions are 
susceptible of being interpreted as a revision of the original extreme positions 
of the party or could even be considered as evidence of realism. And, of 

course, the “interpretation” of the dogmatic elements is anything other than 
confirmatory of these evaluations. 


Although the foreign policy sector was not hurt with the restructuing, nevertheless 
those who see a party and not a political expediency in the recent reshuffle, 

are citing the "Fotilas case" as most characteristic. His reestablishment in 

the government following his most forceful dismissal, it is being maintained, 

does not serve any other goal than convincing all the prime minister's 

coworkers that “they are victims of his rage or great anger." Such a "message" 

is, of course, indicative of the strength of Mr Papandreou. At the same time, 
however, it is possible that he is expressing his anxiety over the maintenance 

of intra-party discipline and the increased mobilization of the various 

tendencies in his government. 
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POLITICAL GREECE 


PASOK DEPUTIES REPORTEDLY BITTER OVER LOSS OF ROLE 
Athens EPIKAIRA in Greek No 729, 22 Jul 82 pp 12, 13 


/Text/ What is noteworthy and most probably will have consequences on the 
political life of the country is the general bitterness and disappointment 
prevalent in the ranks of PASOK deputies because of their systematic 
downgrading by the party. It has been written that Mr Papandreou himself is 
aware of this general discontent prevalent in his parliamentary group (which he 
has not convened since last winter) and he has made some small contacts with 
his deputies at his home in Kastri... 


Information has been published on secret meetings of deputies and on indirect 
protests to Mr Papandreou. According to published information, the complaining 
deputies are making the following points: 


- The high office of deputy has been downgraded completely both in and out of 
parliament by the party apparatus. 


- Party officials decide if the deputy, who in accordance with the Constitution, 
represents the nation, is to speak, what he will say and how he will say it. 


- Party officials intervene between the deputy and his constituents, do not 
authorize him any initiative and equate his personality with the personality 

of any kind of district community councilman or a member of some "branch" 

or some janissary so that PASOK's condition will be maintained, namely that 
democracy has three levels: parliamentary, trade union and local administration. 


- The parliamentary group has been completely ignored in the governing of the 
country since for the first time in the history of the country about one-third 


of the ministers come from outside of parliament. 


- The parliamentary group has not convened since February and no one asks it 
anything about basic decisions and decisive changes being realized in the party. 


Neither Do They Legislate 
- Deputies hardly ever participate in legislative work. Parliamentary bills are 


drafted by party staffs of ministers, they are crudely amended in parliament 
by the ministers without the party or parliamentary group being asked. 
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And a PASOK deputy is not permitted to even _express an opinion, even a positive __ 
one, unless he has the permission of DYKO /Parliamentary Group Service Director/ 
nor can he offer any amendment. The deputy follows the discussions and in the 
end cries out "Yes" for every government initiative. 


Other deputies relate that "any form of contact with their entourage, even of 
a social nature, is overseen by the multisided organs of the party..." 


Finally, their problems with their constituents, who gave PASOK its victory, 
are growing daily. The constituents complain that the PASOK program is not 
being implemented, others are exasperated because even the Government of Change 
pays astronomical salaries of 200,000 to 300,000 drachmas to select mandarins 
of the government. Others are asking for a curbing of the highhanded actions 

by party representatives in various organizations. 


Final Blow 


In the midst of all of this, the party leadership is now preparing to take 
two more measures that will completely eradicate the personality of the deputies: 


- The abolition of the preference checks. 
- The elimination of the simple proportional representation system. 


The abolition of the preference checks will completely eliminate the role of 
the voter in the selection of the deputy. The voter will not have the 
possibility to select from a list of candidates nor to disavow a candidate. 
Deputies will be selected by the party and the voter will merely approve the 
selection without any right of change.... 


The elimination by PASOK of the simple proportional representation system, 
which became evident during the discussions of the bill on municipal elections 
that raised strong oppostion from the KKE, will result in the disappearance of 
every attempt for independent candidacies or formation of small groups of 
politicians... 


[t is therefore natural that the deputies, who are now playing their last trump 
card, i.e. they have the vote granted them by the Constitution, are thinking 
(at least) how to exploit this strength before they are lost together with it... 


5671 
CSO: 4621/465 











POLITICAL GREECE 


NEGATIVE COMMENTS ON NICOSIA-HELD NONALIGNED MEETING 
Athens EPIKAIRA in Greek No 729, 22 Jul 82 p 13 


/Text/ While it contributed very little on the Palestinian issue, the nonaligned 
"conference" caused a chain reaction in the Middle East area that was not all 
favorable for Hellenism... 


Nicosia's offer for the "harboring" of this special conference, following the 
request made by Yasser Arafat and, of course, encouragement by Athens, brought 
about the anger of the Turks and the creation of tension in their relations 

with the Palestinians. The Turks criticize Arafat because he chose Nicosia 

as the site for the nonaligned conference... This is one of the more sensational 
rifts between Turks and Palestinians. 


All political observers in Nicosia are asking if this rift will compensate for 
the "damage" done to the Cyprus issue by the "harboring" of the conference 

and if the friendship of the Palestinians is significant luck in today's 
conditions. Most of the Arabs, headed by the Saudi Arabians, the Gulf States 
and Egypt, all looked uneasily on the presence of the “nonaligned" who, 

with their current Cuban leadership, are anything other than nonaligned. 

The discussions of the "“nonaligned" tended to constantly take an "anti-American 
tirade” that brought about opposition within the conference itself. The attempt 
by certain representatives "to see" only the Americans behind the events in 
Lebanon and their attempt to lodge an official condemnation of Washington was 
rejected by the more prudent representatives, but it did give the conference 
the form of an anti-West assemblage. 


All those who were disturhed by the conference and its actions put the blame, 
in accordance with information from Nicosia, on the Greek side that was 
considered a busybody. It is believed in Nicosia that President Kyprianos 
"was influenced" in this action by Mr Papaioannou of AKEL. 


Already, with the departure of the nonaligned from the Cypriot capital, a few 
more manifestations have remained from this story, namely the mistrust of the 
"wealthy Arabs" of the Greek side and the rekindled hatred of the Israelis who, 
according to information, are contemplating economic reprisals against Cyprus. 
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POLITICAL GREECE 


COMMENTARY ON ND PROBLEMS 
Athens TO VIMA in Greek 27 Jun 82 p 3 
[Article by Mikhalis Dimitriou] 


[Text] Recently, the optimistic mutual assurances heard within the leadership 
echelons of the New Democracy Party have been multiplying more and more. 


Evangelos Averof believes that the “responsibile" opposition which his party is 
practicing is having an effectiveness "which oppositions have seldom had in the 
past." 


The secretary general of the parliamentary group, Giannis Palaiokrassas, stated 
recently that the performance of this party in the Chamber of Deputies has been 
satisfactory, and he confided the secret that the financial grants to the party are 
equally encouraging. 


Those heading the committee on the municipal elections (K. Mitsotakis, G. Souflias, 
G. Kefalogiannis) give assurances that "the anti-PASOK political battle of next 
October will be triumphant." 


Similar messages having an encouraging tone are also being sent out from other 
directions of the party's apparatus, such as the women's division. 


But if the political line of optimism is a regular expediency of parties, frequently 
it runs the risk of becoming a factor of disorientation. The leading officers 

of the New Democracy Party are basing their optimism on what they characterize 

as governmental "failures and disappointments." But what is certain is that 

the New Democracy has not yet ventured to gauge its influence among the mass 
sectors, beyond putting on some public dinners. 


yn the contrary, in fact, these cheerful tones of optimism directed toward them- 
‘selves and to one another seem to be out of harmony with two other negative 
phenomena: 


- That the ND's failure is seen to be growing increasingly greater--a shrinking 
of the influence of the ND union leaders in the elections of officers in many 
associations and unions. 
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- That thousands of party members are continuing to be "inactive," with the 

result that "people never set foot" in certain party organizations, and--what 

1S more important--those rightists who will have had good reason to be dissatisfied 
with certain government decisions are not eagerly joining the party of the ND. 


It is an indisputable fact that not only is the ND not turning to its advantage 

any “impairment” suffered by PASOK, but moreover this party no longer is accommodat- 
ing most of its traditional followers, who are preferring to remain "outside" 

the party operations and make a study of the issues each time. 


Thus, the super-optimistic tones of recent times do not seem to correspond to 
reality. The leadership of the ND is promoting, as a central party slogan and 
quandry, the statement "after the failure of PASOK, only we will exist," whereas 
everything indicates that the party's inherent problems have been covered over for 
the time being but have not been overcome. 


"Ideology" and Opposition 


The most important of these problems is associated with that of its ideological 
crisis--namely, that the New Democracy Party continues to remain an administrative 
configuration in terms of its mentality, behavior, and leadership composition, 
even though it has lost the elections. 


It does not have any "new face" to present to the people, no program which will 
feature it as an alternative solution to the PASOK government and by way of which 
it will be able to practice a "persuasive" opposition. 


Of course, leading officers of the ND are making "honorable" attempts within the 
Chamber of Deputies, in their altercations with ministers and deputy ministers, 
to lead us to believe that "we have paid for what we did. Now we are judging 
you, something which we have the constitutional right to do as the opposition." 


Nevertheless, aside from these verbal aphorisms the entire behavior of the ND's 
leaders and officers moves within the framework of an "administrative" logic and 
expectation. And not that of an opposition which fights for the overthrow of 
the government and for its own rise to power on the basis of specific principles 
and on specific grounds. 


The former ministers themselves have been placed at the head of the Parliamentary 
Monitoring Groups. The officers of the party machinery have been appointed solely 
from the leadership and have included former military men, former nomarchs, and 
former deputies. The local organizations have been excluded and the responsibility 
for choosing candidates in the communities has been assigned to deputies and 

public figures. 


The lack of any charismatic personality within the leadership of the party, and 
on the other hand the presence of many "damaged" former ministers and others in 
vital party posts, breeds personal bossism and leads to a lack of enthusiasm and 
to the destructive impression among followers, members, and intermediate-level 
officers that "they want us to labor to help them become ministers again." 
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These feelings, within a party identified for so many years with the State's 
machinery, are what account for the withdrawal of thousands of officers and 
members from the ND, especially in the provinces. 


All these people fail to see what they have to gain at present from this party, 
which finds itself out of power and which cannot offer them anything else. 


As far as the unions are concerned, the shrinkage of the ND's influence in the 
various elections of officers is due not so much to the "terrorism" of PASOK as to 
the fact that the party's unionism had gotten accustomed to being largely a 
governmental unionism--that is, one identified with the governmental machinery and 
its interests. 





Thus, as the months pass and the expectations that "today or tommorow, PASOK will 
fall" are belied, it is natural for disappointment to grow and for the defections 
of members and officers to increase in number. 


The New Democracy Party is unable to successfully engage in the work of the 
opposition because it continues to operate as an administrative mechanism. That 
is, those in the party continue to be content with the distributing of various 
titular offices to leading figures (Political Office, chairmen of the Parliamentary 
Monitoring Groups, the six-membered leadership council), with the purpose of 
keeping all the "young dauphins" satisfied and giving time for the internal 
problems of the party to lose their acuteness. 


But in this process, these ethereal offices at the top isolate the leadership 
not only from its common rank and file, but also from the intermediate-level 
officers (new deputies, party figures). All these people are protesting loudly 
against this bossism in the leadership echelons, against the same tactics being 
continued "when it is these which made us lose the elections." 


The new deputies are charging the party leadership with having put greater weight 
on an "ideological" confrontation with the government, in shouting about familiar 
dangers and threats to democracy, whereas on the contrary it should concern 
itself with the systematic criticism of "particular" governmental acts in areas 
of trade-unionism, economics, prices, and the market, in connection with the 
fitness of new people in the administration, and so forth. 


According to the same deputies, this cannot be done "just by announcements in 
the newspapers and by written articles," to which the New Democracy nucleus of 
leaders seems to be confining itself. 


According to these people, engaging in the opposition with a changed style also 
means using changed methods. 


Apparently they do not regard as adequate either the dinners or the thunderous 
speeches at the dedications of certain party offices. 


They assert that what is needed is to change the whole style of behavior as the 
opposition party, using as a basis a complete package of proposals--such as that 
of Miltiadis Evert--for a regular extra-parliamentary activity, tours within the 
provinces, a renewal of ties with the mass rank and file, and so forth. 
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“We should behave like PASOK did when it was in the opposition," is the viewpoint 
of these deputies, whereas the leading officers regard it as a certain development 
that "“PASOK will fall like a ripe fruit." 


The misfortune with regard to the New Democracy is that all of its factions, at 

all levels, believe that most governmental decisions and even political developiticats 
more generally justify and will continue to justify their own view exclusively. 
Thus, there is no mingling of views, and everybody is contenting himself with 
waiting and with personal "posthumous fame." 


Everybody is cherishing the same hope for the municipal elections, with their 
manifest political significance, especially in the large cities. All wings within 
the New Democracy Party regard this coming October as a decisive deadline, each one 
for its own purposes. 


But nothing shows the crisis in strategy, the non-existence of ideological unity, 
and the presence of bossism more strikingly than the warning signs and problems 
associated with the ND candidacies in the large cities. 


In Athens, the person acceptable to the party, Tzannis Tzannetakis, is being 
challenged by the candidacy of Georgios Plytas, who does not fear that he will 
be dropped for reasons of party discipline, since Tzannetakis states that he is 
"beyond party ties and nonaligned." 


In Piraeus, despite the plans of the leadership, both A. Andrianopoulos and 

S. Papapolitis have obstinately refused to be candidates, and the party is examining 
seriously the idea of not naming its own candidate, if Skylitsis perseveres in 

his candidacy and thus collects the preference votes of most of the rightist 

voters in the city. 


At the same time, the first public views have been heard "that we should put an 
end to the farce of the existence of so-called junta elements," but there are 

not a few people within the party leadership who are hesitant about this political 
embrace. 


In Salonica, the centrist deputy Sot. Kouvelas has agreed to be a candidate, 
but only after assurances that he will be absolutely independent in his choices, 
without any guiding involvement from 18 Rigillis Street. 


In Patrai, the party's association with the mayor in the time of the dictatorship, 
Golfinopoulos, seems to have “gotten snagged" more on local bossism than on 
ideological objections, and up to now no other "distinguished" and popularly 
acceptable candidate has been found. 


Therefore in two of the country's four large municipalities the ND is searching for 
its own candidate and is having trouble finding a "suitable" one, while in the 
other two the phenomena of bossism (either modified as in Athens or a tyranny as 

in Salonica) are strong. In its march toward the decisive--as it itself wanted 
this to be--political battle of the municipal elections, the New Democracy is 
proving that in its way of thinking, structure, and methods it continues to remain 
the same party which lost the parliamentary elections 9 months ago. 
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POLITICAL GREECE 


MILITARY WEAPONS SEIZED 
Athens ELEVTHEROS KOSMOS in Greek 26 Jun 82 p 8 


[Text] Khalkis--A new case involving weapons has been occupying the attention of 
the prosecuting authorities since last Thursday afternoon, when agents of the 
Khalkis Port Authority--headed by the harbormaster, Lieutenant Commander Alex. 
Daskarolis--conducted a surprise search of the Greek freighter "Lydia" and 
discovered within 6 or 7 wooden boxes some 115 (or according to other reports, 110) 
weapons of a very finished type. 


Of these, half were military automatic rifles and the remainder were hunting 
carbines which become submachine-guns when a certain modification is made! 


The ship had put into port at Larymna on 18 June, with the purpose of taking on 
a cargo of nickel, which was destined for Cyprus and Lebanon. 


The boxes with the weapons were seized, and the appropriate authorities are 
investigating whether they were destined for the Middle East or were going to be 
unloaded at some point on the open sea for delivery to persons unknown at the 
moment, for purposes also unknown. 


It has been learned so far that the freighter "Lydia" had set sail from Bilbao 
on 8 June with Greece as its destination. It put into port at Piraeus on 
12 June and, after a wait of about 24 hours, it set sail for Larymna. 


It is surmised that the illegal cargo of weapons was received in Bilbao. The 
ship, port's register Piraeus 6872, belongs to the conpany "Prodromos Lines." 


According to existing information, the shipowning company did not mention to 
any Greek authority the illegal cargo of weapons, nor did the responsible person 
from the ship. 


Following the discovery of the boxes, the skippers Nik. Kalogirou and Ilias 
Giasemis were arrested by the port agents, because the former brought the ship 
from Bilbao to Greece, while the latter took delivery of it from Larymna on, 
with the purpose of continuing the journey to Cyprus and Beirut. Also, these 
people were obligated by law to report the existence of the weapons on board the 
ship--but this is something which they avoided doing, and thus they will be 
committed over for trial for violating Law 495/76, which refers to undeclared 
merchandise and rore specifically to military equipment. 


Reports received overnight state that the departure of the "Lydia" has been 
refused and that the two captains of the ship have been committed over for trial 


to the Lamia public prosecutor, within whose jurisdiction falls the area of Larymna. 


— 
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POLITICAL GREECE 


"MUNICIPAL POLICE' TO BE SET UP 
Athens TA NEA in Greek 23 Jun 82 p 12 


[Text] President of the Republic Karamanlis has signed the decree from the 

Ministry of the Interior on the formation of the "Special Service for Municipalities 
and Communes"--something which satisfies an old demand on the part of the 
representatives of local self-government for the creation of a municipal police. 


This special service has as its area of jurisdiction the superintendence over 
and the fulfillment of regulations which have to do with: 


The clean running, traffic control, and parking of vehicles, building construction, 
sewer systems, polluting of the environment, and the protection of the underground 
water potential. 


The personnel of this service will be working with the corresponding services of 
the police, gendarmery, appropriate ministries and so forth, to establish a 
joint program for dealing with violations. 


Checking for the clean running of vehicles will extend to all areas. Checking for 
illegal parking of automobiles will be carried out both in parking areas with 
parking meters and also outside these areas. 


For the purpose of checking building structures, the personnel of this service can 
go into courtyards and into leaning buildings and structures, with control over 
building permits, and so forth. 


Superintendence over drainage includes also blocking the banking up or building up 
of the natural flow of streams, control over the water which is discharged into 
rivers and streams so that it does not contain unclean wastes from industries, 
businesses, homes, and so forth. There will also be a checking for illegal 
connections to or extensions of sewer pipes. 


Control over polluting of the environment encompasses every source and cause 
which can give rise to pollution or fouling, including noise pollution. 














POLITICAL GREECE 


BIOGRAPHICAL DATA ON NEW MINISTERS 
Athens T° VIMA in Greek 4 Jul 82 p 16 


[Text] Sixteen new persons are part of the new PASOK government whose goal is the 
promotion of a solution of the country's problems and the continuation of the work 
of change. 


The new composition of the government is, according to each ministry, as follows: 
1. Ministry to the Premier 


Mr. Ag. Koutsogiorgas remains as minister and his responsibilities were increased 
significantly. He is the senior minister and acts as the premier's deputy when the 
latter is absent. He is a member of executive organs, the Governmental Council of 
Foreign Policy and National Defense and the Administration Council. Born in 1922 
at Rodini, Zireia, Mr. Koutsogiorgas was elected deputy of Akhaia in all the elec- 
tions after the dictatorship. When Mr. Andreas Papandreow made his appearance on 
the political scene, Mr. Koutsogiorgas became his legal advisor. 


Mr. Dim. Maroudas, who will remain Deputy Minister to the premier, responsible for 
Press and Television, was born in 1928 in Zakynthos. He comes from a Press back- 
ground. 


As deputy minister to the premier, responsible for Greek immigrants abroad, Mr. 
Asimakis Fotilas will be sworn in. Born in Patrai, he is a law graduate of the 
University of Athens. He has studied economics at Boston University. 


Mr. Kostas Laliotis will be appointed deputy minister to the premier in charge of 
Athietics. He is the youngest member of the Executive Office of PASOK. 


Foreign Affairs 


‘he composition of the Ministry of Foreign Affairs will not change. Mr. I. 
Kharalambopoulos will remain as minister. Born in 1919 at Psari Trifylias, he was 
elected deputy of Athens in all the elections after the dictatorship and earlier-- 
1963 and in 1964--he was elected deputy of the Center Union. 


\ll the deputy ministers will remain: Mr. I. Kapsis who was born in Athens in 1929 
and is responsible for Greek-American and Greek-Turkish matters. Mr. Karolas 
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Papoulias, a deputy from Ioannina, was born in Ioannina in 1929 and is responsible 
for matters involving Arab countries and the non-aligned nations and, finally, Mr. 
Grig. Varfis is responsible for EEC matters. Born in Athens in 1927, Mr. Varfis is, 
as is Mr. Kapsis, non-parliamentarian. 


3. National Defense 


The portfolio remains with the premier and Mr. And. Drosogiannis will remain as 
deputy minister. 


Mr. Pavsanias Zakolikos will be sworn in as the new deputy minister for National 
Defense, replacing Mr. G. Petsos. He is a Magnisia deputy who was born in Almyros, 
Magnisia, in 1936. He is a graduate of the Pandeion [Supreme School of Political 
Science] and the Law School of the University of Salonica. A lawyer by profession, 
he entered politics for the first time in the elections of last October. 


4. National Economy 


Mr. Gerasimos Arsenis, until now governor of the Bank of Greece, was appointed as 
minister. Born in Argostoli of Kefallinia in 1931, he studied economics at the 
University of Athens and the Massachusetts Institute of Technology. In 1960 he 
entered the scientific branch of the UN and became director of the economic studies 
section of the Research Center of the OECD. 


In 1973 he was appointed director for monetary affairs at the UN for the financing 
of foreign commerce. He has acted as advisor of many governments on subjects of 
economic policy and programming. 


Mr. I. Pottakis, until now deputy minister of Coordination has been appointed as 
alternate minister of National Economy. A deputy from Korinthia, he is a graduate 
of the Law School of the University of Athens and was first elected deputy in 1977. 


Mr. Kostis Vaitsos, until now governor of the Commercial Bank, will be sworn in on 
Monday as deputy minister for National Economy. He was born in Athens in 1942 and 
in 1979 was selected to be professor of Political Economics at the University of 
Athens. He is also a regular professor of Economic Development at the University 
of Sussex, England and the Institute of Development Studies of the same university. 


He acted as supreme counsel of the UN on matters of policy and negotiations with 
governments of Third World countries with foreign multinational enterprises. 


Mr. Andonis Georgiadis, deputy to the European Parliament until now, will be sworn 
in as deputy minister of National Economy. He was born in Agios Isidoros, Rhodes, 
in 1944. He is a graduate of Pandeion [Supreme School of Political Science} and 
studied economics at the University of Freiburg. He was elected deputy of PASOK 
for the first time in the 1977 elections. 


One deputy minister's position remains vacant. 
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5. Interior 


Mr. G. Gennimatas remains as minister. He was elected with the national ballot of 
PASOK. Born in Athens in 1939, Mr. Gennimatas is a member of the Executive Office 
of the Movement. His main occupation: civil engineer. 


Mr. St. Panagoulis remains as deputy minister of Interior. He was born in Athens 
in 1946. Was elected deputy for the first time in 1977 and reelected in the elec- 
tions of last October in the Second Athens District. 


Also elected in the Second Athens District was the new deputy minister, Mr. Miltiadis 
Papaioannou who will be sworn in tomorrow. He was born in Lykouria, Akhaia, in 

1946. He is a graduate of the Law School of the University of Athens and entered 
politics for the first time during the 1981 elections. His main occupation: lawyer. 


6. Public Works 


Mr. Akis Tsokhatzopoulos, member of the Executive Office of the PASOK, will remain 
as minister. Born in Athens in 1939, Mr. Tsokhatzopoulos is a civil engineer. 


Mr. Vasileios Papagiannis will be sworn in as the only deputy minister of Public 
Works, a deputy of Imathia, born in Kassandra in 1945. He studied economics at the 
University of Salonica. Occupation: accountant. He entered politics for the first 
time in the elections of 1981. 


Mr. G. Al. Mangakis has been appointed minister of Justice. Until today he was 
governor of the National Bank of Greece. Born in Athens in 1922, he studied law 

at the University of Athens where he graduated. In 1955 he became a fellow of Penal 
Law and in 1959 a full time lecturer. In 1965 he was appointed a regular professor. 
Mr. Mangakis taught Penal Law and Philosophy of Law at the University of Heidelberg 
from 1972 until 1974. He was president of the Socialist Initiative Party which was 
disbanded when most of its members joined PASOK. 


S, National Education and Religions 


Mr. Apostolos Kaklamanis, until now minister of Labor and architect of the "anti- 
300" labor law, was named as new minister of National Education and Religions. Born 
in Karya, Lefkas, in 1936, he was elected deputy in Athens in all the elections held 
atter the dictatorship. Earlier he had acted as secretary general of the Ministry 
»f Welfare in the government of G. Papandreou. 


leputy minister of Education is named the deputy from Salonica, Mr. Styl. 
‘apathemelis who was born in Salonica in 1938. He is a law graduate from the Uni- 
versity ot Salonica. He was elected as a deputy of EDIK [Democratic Center Union] 
in 1974 and 1977 and in April 1978 he became an independent. He later jointed PASOK 
ind was elected as its deputy in October of 1981. 


Petros Moralis remains a deputy minister of Education. He is a member of the 
Executive Office of PASOK. He was born in Siderokastro, Serrai in 1936 and 
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studied philosophy at the University of Athens. He has been a philology professor 
and, in 1964, he was appointed aide to the chairman of the Department of Medieval 
and Modern Greek Philology at the University of Athens from which he tendered his 
resignation in 1967 and returned to private education. 


The third deputy minister's position remains wacant. 
9. Finance 


Mr. Dimitrios Koulourianos, until today director of ETVA [Hellenic Industrial 
“evelopment Bank] has been named new minister. He was born at Koroni, Messinia in 
1921 and is a graduate of the Supreme Commerce School. He obtained his doctoral 
degree from the University of Berkeley in California. He worked at the Bank of 
Greece from 1957 to 1968 when he was terminated. From 1968, when he went abroad, 
until 1981 he worked at the International Bank and travelled with missions to many 
countries of Asia, Africa and Latin America. 


For many years he was an economics advisor of the UN to the government of Ethiopia. 
Mr. Koulourianos was elected on the PASOK national ballot in last October's 
elections. 


Mr. Panagiotis Roumeliotis, until now deputy minister of Coordination, is named as 
deputy minister. Born in Suez, Egypt, in 1947, he studied economics at the Univer- 
sities of Geneva and Paris. He is a doctor of economics at the Sorbonne and Uni- 
versity of Paris 2. He worked as a researcher at the National Institute of Scienti- 
fic Research in Paris and the KEPE, here in Athens. He acted as advisor and director 
of administration on matters of multinationals and the EEC at the Ministry of 
Coordination. Mr. Roumeliotis teaches analytical economics at the Supreme Industrial 
School of Pireaus. 


Mr. Dimitris Tsovolas will remain in the other deputy minister's position. He is a 
deputy from Arta and was born in Arta in 1942 and was first elected deputy in the 
1977 elections. He is a lawyer by profession. 


10. Agriculture 


Mr. Kostas Simitis will remain as minister. He was born in 1936 and has studied law 
and economics in Germany and England. He is a regular professor at the Pandeion 
[Supreme School of Political Science] where he was unanimously seleci:ed. Mr. Simitis 
is a lecturer in Germany since 1970. 


Mr. Moskhos Gikonoglou was appointed new deputy minister of Agriculture. He is a 
deputy from Imathia. He was born at Vrysaki, Imathia in 1932 and has studied mech- 
anical engineering. He was first elected deputy in 1977. 


Mr. Panagiotis Katsaros was appointed to the other position of deputy minister. He 
is a deputy from Karditsa where he was born in 1935 and is a graduate of the Law 
School of the University of Athens and the Political and Economic Sciences School of 
London. He is a lawyer by profession and was first electec| deputy in the 1977 


elections. 
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Mr. Eustathios Giotas was appointed to the third deputy minister's position. He is 
a deputy-at-large of Attiki and was the Minister of the Merchant Marine until today. 
He was bocn in Amfikleia, Fthiotis, in 1940 and was first elected deputy in 1977. 


ll. Civilization and Sciences 


Mrs. Melina Merkouri remains as minister, a deputy of the Second Pireaus District. 
She was born in Athens and was first elected deputy in the 1977 elections. 


12. Urban Planning, Housing and Environment 


Mr. Andonis Tritsis remains as minister. He was born in Argostoli in 1937. He is 
an urban planning architect by profession. He has taught as dean at the National 
Metsoavejon Polytechnic as well as at the University of Illinois. For many years he 
was a track champion athlete. 


13. Energy and Natural Resources 


Mr. Evangelos Kouloumbis takes over as minister in the new ministry. Until now he 
was a minister without portfolio. He was born in Athens in 1929, is a civil engineer 
and from 1974 until 1981 he was president of the Technical Chamber of Greece. In 
this capacity he was appointed minister of Public Works in the caretaker government 
of 1974 which called for elections in 1974. He was first elected deputy for the 
First Athens District in the October 1981 elections. 


14. Research and Technology 


Mr. Georgios Lianis was appointed minister at the new ministry. Until the present 
he was deputy minister for Education and was born 52 years ago in Florina. Mr. 
Lianis is a graduate mechanical-electrical engineer of the National Metsoveion Poly- 
technic. He did postgraduate studies at the University of London and worked at the 
Aeronautical Engineering School of the Imperial College. 


[n 1959 he went to America where he worked as an associate professor and from 1961 
as professor at the Aeronautical Engineering School at Purdue University. Since 
1975 he is professor and chairman of the Department of Technical Engineering of the 
Polytechnic School of the University of Salonica. 


15. Commerce 

Mr. Georgios Moraitis is appointed new minister. He was, until today, deputy minis- 
ter of Agriculture. He was born at Vasilopoulo, Ioannina in 1942 and was first el- 
ected deputy in the 1977 elections. He has studied law and political science at the 


ersity ot Athens. 


Mr. Theodoros Pangalos, deputy-at-large for Attiki, was appointed deputy minister of 
mmerce. He was born in Elevsina in 1938 and studied law and economics at the 
rsities of Athens and Paris. He was first elected deputy in last October's 











16. Labor 


Mr. Evangelos Giannopoulos, until today minister of Communications, was sworn in as 
the new minister of Labor. He was born in Amygdalia, Arkadia in 1919. He was pre- 
sident of the Athens Bar Association and was first elected deputy for the Second 
Athens District in last October's elections. 


17. Health and Welfare 


Mr. Paraskevas Avgerinos remains as minister. He is a member of the Executive Office 
of PASOK and until today he was Minister of Social Services. He was born 55 years 
ago at Alonistaina of Arkadia and studied medicine at the University of Athens. He 
specialized in surgery. 


Mrs. Maria Kypriotaki-Perraki, deputy of the Second Athens District, remains as 
deputy minister. She was born at Irakleion, Crete in 1936 and studied medicine at 
the University of Athens. A gynecologist by profession, she was first elected de- 
puty in the 1977 elections. 


Mr. I[oannis Floros was sworn in as new deputy minister for Health and Welfare. A 
deputy from Larisa, he was born in Anatoli, Larisa in 1925 and studied medicine at 
the University of Athens. He was elected deputy in all the elections held after the 
dictatorship. 


18. Social Security 


Mr. Elevth. Veryvakis, until the present Minister of Education, was sworn in as 
minister at the new Ministry of Social Security. Born at Khania, Crete in 1935, 
Mr. Veryvakis is a deputy of the Second Athens District. 


He was first elected in the 1977 elections and has studied political science, eco- 
nomics and law at the University of Athens. 


Mrs. Roula Kaklamanaki, until now deputy minister of Social Services, is appointed 
deputy minister of Social Security. She was born in Pireaus in 1936. She is a 
deputy of the First Athens District. 


She tirst entered politics in the elections of last October. She has studied law 
and political science at the University of Athens and served as Judge of First 
Instance in Athens and Korinthos until 1978 when she was forced to resign. 


19. Communications 

Mr. Nik. Akritidis, until now Minister of Commerce and deputy of the First Salonica 
District, has been appointed as the new minister. He was born in Katakha, Pieria 
in 1935 and has studied as a physicist and topographical engineer at the University 


of Salonica. He was first elected deputy in the 1977 elections. 


Mr. Sifis Valyrakis, a deputy from Khania, will remain in the office of one of the 
leputy ministers. He was first elected deputy in 1977. He has st died electronics. 
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lanis, deput: ’ Trakleiton, Crete will be sworn in as new deputy minis- 


ter mmunications. He was born ‘i Kainourgio Khorio, Irakleion in 1941. He has 
studied civil engineering and was first elected deputy in the 1977 elections. 

2 D A irde r 

Mr. Il. Skoularikis, a deputy from [leia will remain as minister. He has been elect- 


ed deputy in all the elections after the dictatorship. He was born at Smyla, Ileia 
in 1928 and has studied law at the University of Athens. 


21. Merchant Marine 


Mr. Gerasimos Katsifaras, until now deputy minister to the Premier and a deputy of 
the First Athens District, has been appointed new Minister of the Merchant Marine. 
He was born in Kaletzi, hometown of the Papandreous; Mr. Katsifaras studied politic- 
al science and economics at the Pandeion [Supreme School of Political Science] and 
was a bank employee of ETVA [Hellenic Industrial Development Bank} from where he was 
dismissed by the dictatorship. In 1964 he was private secretary to Mr. A. 
Papandreou in the ministry to the Premier and the Ministry of Coordination. 


»=S 


22. Northern Greece 


Mr. Vas. Imtzes, a deputy of Serrai remains as minister. He was eiected PASOK de- 
puty in all the elections after the dictatorship. Earlier he had been a Center 
Union Party deputy at the elections of 1963 and 1964. He is a graduate electrical 
eng rineer. 


9/7 3] 
CSO: 4621/424 
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POLITICAL GREECE 


BRIEFS 


CITY POLICE PROMOTIONS--The Supreme Council of the Cities Police has chosen as new 
general chiefs of police Kyriakos Mikheloudakis and Ioannis Kondogiannis, as well 
és Ioannis Gianopoulos as police chief first class. It also examined for promotion 
Six police chiefs first class and four police chiefs second class. Moreover, it 
examined four majors for their suitability to hold the rank of police chie* second 
class. [Text] [Athens I KATHIMERINI in Greek 29 Jun 82 p 3] 12114 


ND EURODEPUTIES WITH CHRISTIAN DEMOCRATS--Deputies of the New Democracy Party who 
are members of the Parliamentary Assembly of the Council of Europe will be joining 
the Christian Democratic group. This was announced by the ND after yesterday's 
meeting between its chairman, E. Averof, and the chairman of the Christian 
Democratic Group of the Parliamentary Assembly of the Council of Europe, Wolfgang 
(Blenk). As Averof stated in the relevant memorandum which he signed, the 
Christian Democratic Group fully approved of those positions and interests of 

the Greek group which have to do with the country's national issues. It is noted 
that in the European Parliament as well, the Eurodeputies of the New Democracy 
Party have joined the Christian Democratic Group (Populist Party). [Text] [Athens 
I KATHIMERINI in Greek 23 Jun 82 p 2} 12114 


CSO: 4621/4116 








POLITICAL NORWAY 


WAR FEAR GROWS AS NUCLEAR DISARMAMENT MOVEMENT GAINS 
More Fear War Outbreak 
Oslo AFTENPOSTEN in Norwegian 23 Jun 82 p 12 


[Article by Olav Trygge Storvik: "Increased Fear of War Among the Norwegian 
People" ] 


[Text] The fear of war increased among the people of Norway during the period 
from February to September 1981, according to a poll published in the NORWE- 
GIAN MILITARY JOURNAL. 


At intervals of 6 months, 1,400 persons were asked whether they were "very 
much afraid" or "rather afraid" of war. Among these persons the fear of war 
increased from 35 to 41 percent. At the same time those who were "somewhat 
afraid" or "not very fearful" or "unafraid" were reduced by 8 percent. Re- 
searcher Mauritz Sundt Mortensen, who processed the study, investigated a 
possible connection between the fear of war and willingness to defend the 
country. His conclusion was that willingness to defend the country and sup- 
port of both a strong national defense and Norwegian membership in NATO in- 
creased from February to September 1981. However, according to the writer 
"creat fear of war" has an inhibiting effect upon attitudes toward defense in 
that the poll shows a marked reduction in support of defense among persons 
who state that they are very much afraid of war. This tendency varies in 
strength among various population groups. 


‘he article deals with two groups of persons interviewed at different times, 
but the conclusion is that a net increase in the fear of war took place among 


the population of Norway in the course of 6 months last year. 


[he fear of war increased moderately among both men and women, but a little 


more among men than among women. Increased fear of war was found in all age 
groups, but such fear increased most in persons of "mature" age, while the 
“yvoung" and "old" zroups showed lower increases. An interesting geographical 


difference is tha’. the fear of war increased most in South and West Norway 
ind in Trondelag. by 9 percent. Eastern Norway, Oslo and Akershus excepted, 
was next at 7 percent, and North Norway, also at 7 percent. The increase was 
smallest in Oslo and Akershus--3 percent. 














The greatest increase in fear of war was found among Center Party voters, at 
18 percent (according to the study, the entire increase was found in the 
"moderate fear" category). Next followed the Socialist Left Party, with a 
15 percent increase in fear of war, and the Christian People's Party, at 

12 percent. No increase in fear of war was found among Conservative Party 
voters during this period. Among Labor Party voters there was a moderate 
increase, of 9 percent, in fear of war. 


Growing Sympathy for Antinuclear Demonstrations 
Oslo AFTENPOSTEN in Norwegian 30 Jun 82 p 3 
[Article by Per Arne Langen: "Few Demonstrate, Many Agree"] 


[Text] A poll conducted by the Norwegian Opinion Institute (NOI) shows that 
half the people of Norway favor demonstrations against nuclear arms, while 
only 7 percent have participated in any form of demonstration. The poll was 
taken for AFTENPOSTEN. 


To the question, "Are you for or against demonstrations against nuclear weap- 
ons," 59 percent replied that they were for demonstrations, 35 percent were 
opposed, and 5 percent had no opinion. When the responses are examined along 
with the political sympathies of those questioned, one sees that views [of 
the party adherents] differ widely. Among Socialist Leftwing Party and 
Liberal voters there is a clear majority for demonstrations: a full 97 per- 
cent of Socialist Left Party voters favor antinuclear demonstrations, as do 
85 percent of Liberal Party voters. The poll also showed that the majority 
(68 percent) of Labor Party adherents also favor demonstrations against 
nuclear weapons. Among the three nonsocialist parties, Conservative Party 
sympathizers are most skeptical about such demonstrations, 44 percent being 
for them, while over half of those who voted for the Christian People's 

Party (60 percent) and the Center Party (59 percent) declare themselves in 
favor of demonstrations. 


The poll also shows that Socialist Left Party [SV] and Liberal Party [V] 
sympathizers participate most diligently in antinuclear demonstrations. In 
response to the question of whether they have participated in demonstrations 
against nuclear weapons, the "Yes'"’ answers for these two parties were 44 and 
21 percent respectively. The least participation was shown by Center Party 
[S] adherents, all of whom replied that they had never taken part in demon- 
strations against nuclear weapons. Among Conservative Party [H] adherents, 
} percent replied that they had participated, while the Christian People's 
Party [KcF], the Labor Party [A], and the Progress Party [FP] voters showed 


~ 


a total varticipation of 5 percent. 


One of the questions in the poll dealt with whether those questioned believed 
that the Soviet leaders wish for demonstrations against nuclear weapons to be 
neld in the West because they want peace or because such demonstrations may 
make it possible for the Soviets to increase their nuclear weapons strength 
in relation to the West. The table below shows, among other things, that it 
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is clear that over twice as many believe that the Soviet leaders want anti- 
nuclear demonstrations in the West because they make possible increased 
Soviet nuclear weapons strength as believe that the Soviet leaders want peace. 


Political sympathy 

















Total Rt FP H KrF S SV V 
Because they want peace 28 33 18 18 27 26 52 32 
Because it may lead to 
increased Soviet 
nuclear strength 57 51 67 74 61 64 30 63 
No opinion 15 16 i5 8 12 11 18 5 
Total percent 100 100 100 100 100 4100 100 ~= «100 


In response to the question of whether the Soviets like, dislike or are indif- 
ferent to demonstrations in the West against nuclear weapons, 38 percent of 
those polled said they believe the Soviet leaders like such demonstrations, 
30 percent believe they dislike them, and 21 percent believe the lords of the 
Kremlin are indifferent to the demonstrations. On this question, Liberal and 
Christian People's Party sympathizers show the greatest difference in their 
answers. A clear majority of Liberal adherents (59 percent) believe the 
Soviet leaders like the demonstrations, 31 percent believe they dislike them 
and 10 percent believe they are indifferent toward the antinuclear weapons 
demonstrations in the West. Among adherents of the Christian People's Party 
45 percent believe the Soviet leaders like, 21 percent believe they dislike, 
and 22 percent believe the Soviet leaders are indifferent to the antinuclear 
demonstrations in the West. 


The poll also included this question: "If the West reduced its numbers of 
nuclear weapons in relation to the Soviet Union, do you believe this would 
increase the chance of peace or increase the danger of war?" The answers 
show that 33 percent think it would increase the chance for peace, while 55 
percent think it would increase the danger of war. A total of 13 percent 
had no opinion. 


The greatest trust in the Soviet Union is shown among Socialist Left Party 
adherents, with 63 percent of them being of the opinion that a reduction in 
the number of nuclear weapons in the West will enhance the chance for peace. 
Adherents of the Conservative Party, on the other hand, are most skeptical 
ibout a reduction, 71 percent thinking it would increase the danger of war. 


Almost Half of Counties 'Nuclear-Free Zones' 
Oslo DAGBLADET in Norwegian 22 Jun 82 p 2 


\rticle by Arne Finborud: "Almost Half of Norway Soon To Be Declared 


Nuc lear-Free"] 
|Text] While the government has rejected the idea of a Nordic nuclear-free 


zone and our central authorities have put the proposal on ice, Norway is 
about to be declared a nuclear-free zone at the local level. Thus far, seven 
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of the country's county councils have adopted resolutions demanding a nuclear- 
free zone in the Nordic area and demanding that stationing of nuclear weapons 
in Norway should be denied, both in time of war and peace. 


This is the surprising treatment of this question in the country's provincial 
councils prior to summer vacations. In addition to these county councils, 

a number of municipal councils have adopted similar resolutions. Of the coun- 
ty councils, Troms, Nordland, North Trondelag, Moere and Romsdal, Oppland, 
Buskerud and Ostfold have adopted such resolutions. County councils of Hord- 
land and Akershus have also dealt with the matter but there the resolutions 
were voted down. The Oslo municipal council has postponed dealing with the 
matter. 


Warnings 


The resolutions were adopted with varying majorities, but on the whole with 
Support tar into the nonsocialist parties. Politically, this is very inter- 
esting, not least because Foreign Minister Stray has declared that such ques- 
tions are not the concerns of county councils or other local authorities. 
When the first county council dealt with the matter Stray said that this is 
the kind of matter on which only the central authorities are to take posi- 
tions. In direct contravention of the government's warnings, local adminis- 
trations have discussed the nuclear weapons question, and in most cases the 
outcome has not been in the government's favor. We understand that efforts 
are under way to get the question dealt with in the provincial councils that 
have not yet put it on their agenda. In most cases this will not happen be- 
fore next fall. 


Votes on ‘Zones’ in the Counties 
Oslo AFTENPOSTEN in Norwegian 17 Jun 82 p 3 


(Text] On a vote of 33 to 12 the North Trondelag county council has spoken 
out for a Nordic zone free of nuclear weapons. The Buskerud county council 
has done the same on a vote of 30 to 25. The Hordaland county council yester- 
day refused to deal with a similar proposal, giving as its reason that it was 
not the business of the county council. The declaration by the North Trondelag 
council states that the council sees it as gratifying that the peace movement 
has received great support all over the world. 


Nordics Sign Antinuclear Petition 
Osle ARBEIDERBLADET in Norwegian 15 Jun 82 p 6 
[Text] More than 2.5 million signatures have been obtained in the Nordic 
uuntries to the petition "No to Nuclear Weapons" concerning a Nordic zone 
free of nuclear weapons. Finland collected over 1 million signatures; Sweden, 


750,000; Norway, 540,000; and Denmark, 260,000. 


The Nordic peace movements met in Oslo during the weekend, where further ef- 
forts to declare the Nordic area a nuclear-weapons-free zone were discussed. 
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It was agreed that in the future Iceland as well should participate actively 
in the work on a zone plan. The question will be further dealt with at a 
new Nordic meeting in September, when a joint zone proposal for the Nordic 
movements will be worked out. The Nordic peace movements will also partici- 
pate in a meeting on zones free of nuclear weapons to be held in Athens in 
the fall. 


Labor Federation Demands Nordic Nuclear-Free Zone 
Oslo ARBEIDERBLADET in Norwegian 15 Jun 82 p 6 


[Text] The LO [National Federation of Trade Unions] Secretariat demands in 
a declaration that the government pursue the efforts for relaxation of ten- 
sions and disarmament by means of concrete proposals for a nuclear-free zone 
in the Nordic area in connection with a balanced disarmament. The first 
opportunity for such initiatives is the ongoing UN Disarmament Session. 


Further, the Secretariat condemns the Israeli invasion of Lebanon and supports 
the government's strong reaction to it. In the secretariat's opinion it is 
regrettable that the government has not yet taken a standpoint on whether 
Turkey's violation of human rights is to be brought before the Human Rights 
Commission of the Council of Europe. The Secretariat also reiterates its 
demand for release of political prisoners in Poland. It is an insult against 
the labor union movement to arrest its leaders. The Secretariat supports the 
forces in Great Britain, Argentina, and the United Nations which seek a peace- 
ful resolution ot the Falkland crisis. 


L.220 
cSO: 3108/126 
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POLITICAL SWEDEN 


YOUTH SEEN DESERTING VPK, BELIEVED KEY IN ELECTION 





Stockholm DAGENS NYHETER in Swedish 25 Jul 82 p 8 
[Commentary by Ian Elliott, freelance reporter] 


[Text] This year's elections can be as sensational as 

the 1932 elections in which the Social Democrats made their 
breakthrough, according to freelance reported Ian Elliot. 
There are over 2 million young voters including the genera- 
tion born in 1964, Voter surveys from this summer seem to 
indicate that it is the young voters who now are turning 
their backs on VPK. 


The question is: where will they go? 


The year 1968 was like a turnstile into a new era, In that year, post-war 
children became involved in culture and politics. The builets and napalm 
killed--but also sparked a greater consciousness among young people. 


There was a parliamentary election in Sweden in 1968 and young people born in 
1946 and 1947 voted for the first time. 


In 1982 we will have parliamentary elections again, This time, however, 
because of the march of time and the reduced voting age, 10 times more post- 
war children will have received the right to vote. Two more groups have 
turned 19 and those born between 1946 and 1964 will be able to vote. That 
makes about 2.1 million, 


Let us examine these numbers: this is more than all the Social Democratic 

voters or 300,000 more than the 1.8 million votes each received by alternative 2 
and alternative 3 in the nuclear-power referendum. The new generation is not 
merely a few punkers who hang out at the shopping center. They are more than 

35 percent of the qualified voters. 


This is a formidable force! If this group marches more or less in the sare 
direction, it could set politics on its ear, if you will pardon the expression. 
In a slightly more serious vein, the "new age" born in 1968 could begin to 
exercise its authority. 
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This movement is reinforced constantly. Demography (the science of human 
populations and the makeup of the generations) makes its mark in a democracy-- 
each year a new group with new thoughts obtains the right to vote. 


This is not a phenomenon that is peculiar to Sweden, The new ideals are having 
an impact throughout the world, from punkers in Tokyo to cassette tape 
collectors in Shanghai, to the 3 million young people in Bombay, to the most 
popular musical group in the Soviet Union--the rock band Mashina Vremeni, which 
has reached the Dylan stage with the message that "there is no reason to believe 
the promises any more" and "only under a mask can we be ourselves." These 

ideas have become more ingrained in Russian youth that all the party lies that 
have cost the state so many billions of rubles. 


These same ideas have inspired antinuclear demonstrators in West Germany, 
spread to the sword-and-plow movement and blues masses of the East German 
youth, reached the dreams for the future of Greek and French youth, which have 
had a decisive influence on the historical democratic breakthrough of the left. 
These ideas have fanned the fire of revolt among urban British youth, permeated 
the Rastafarian movement and the Zimbabwean ideal in the rapidly increasing 
post-colonial generation of Africa and the dreadlocks of West India. These 
ideas grew among the peace marchers in New York who paraded to the United 
Nations and gave courage to the 18 and 19 year olds who refused to die for the 
fascist generals of Argentina and threw down their arms and raised the white 
flag over the Falkland Islands, to the dismay of their officers. These ideas 
are the groundwork of the live-your-dream lifestyle in California and the 
surfers in Hawaii. Young people form one nation throughout the world. 








The seve..ties passed and this group did not flex its muscles, Their votes were 
divided in the elections, Although their ideal was the same, the individuals 
drew different conclusions: some voted for the Conservative Party because of 
its aversion to prohibitions, others voted for the Center Party to improve the 
quality of life, while others chose the communists for a radical change in 
society. 


The only way for a group to exercise political power is for it to act collec- 
tively, as shown by the Vietnam protests, 


Just several months ago the fall elections promised to be a boring affair with 
an easy victory for the Social Democrats who perhaps even would hold an 
absolute majority in parliament, Now, in mid-summer, the political scene looks 
quite different and behind the dry figures of the political polls lie powerful 
movements and attitudes among precisely the generation in which this article 

is placing its hopes for the future. 


The elections this year may be just as sensational as the 1932 elections (when 
the Social Democrats made their breakthrough). 


VPK (Left Party Communists) has dropped below the 4-percent barrier. Ever since 


the one-chamber parliament and the 4-percent barrier for small parties were 
introduced in 1970, the party has survived by receiving many times more votes 
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from young people than from the population at large, As everyone knows, this 
is because yor.ng people more than others despise "society" and the more seemly 
sides of Swedish life. 


Many pleasant, friendly people belong to VPK, They often seem to be the most 
wonderful voters of all the parties. 


For a long time, VPK was not only acceptable, but also a useful part of politi- 
cal life: at least we could hope that it was "a pain in the ass" for the four 
big, fat parties. 


Usually the decision to back VPK is reached after much hesitation, In the end, 
it was seen as the "best party," or at least the least objectional, 


The past 2 years, however, have seen a rude awakening. C. H. Hermansson's 
blue-and-gold socialism with a human face no longer predominates, While in 
1968 VPK protested loudly when the Russians crushed the Czech Spring, little 
has been said about the military coup, the prison camps, and the hunger in 
Poland. Since the night of the generals, order has prevailed in the Swedish 
party as well. VPK articles criticizing the Soviet Union are thrown in the 
waste basket at the party newspaper with the pathetic argument that public 
indignation should not be shown since this could hurt "certain older party 
comrades." 


The truth, of course, is that VPK has suffered a Stalinist relapse and again 
assumed its old role as a radio-controlled fifth column. This truly is 
despicable treason against many tens of thousands of young voters who have 
voted for VPK and who stand for the exact same ideal of freedom as the 

10 million members of Solidarity, But the VPK leaders have more confidence in 
a Poland governed by tanks than one in the hands of something as unruly as the 
Polish people themselves. In today's world of the VPK the iron curtain cannot 
be moved. Young people are abandoning VPK. 


History has made us equally disillusioned with the nonsocialists and the 
socialists. We believe neither in the privileged society of the nonsocialists 
nor in the colossal state of the Social Democrats. We know that wage-earner 
funds only mean bureaucracy--a detour where we prefer a straight path from the 
individual to the power. We know that the environmentalist policies of the 
Center Party always will yield to realpolitik. They will stop neither nuclear 
power nor the spreading of poisons by farmers when push comes to shove. We 
know that the Conservative Party's leaders will not reduce taxes as long as 
there are such fun toys as the JAS military aircraft system to purchase with the 
crown's money. 


And a vote for the Liberal Party is a vote for wishy-washy, well-meaning hot 
air--blue-eyed nothing. 


Half the people governing at the expense of the other half is the price of a 
nonsocialist or socialist majority. A classless society cannot be created by 
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voting for class parties--the political unions of the various social groups. 


Majorities in parliament become coercive, as we know from the vote on 
qualifying days for sick benefits, We know what the major parties will choose 
if the choice is between conscience and the party line. When a Conservative 
Party member of parliament named Nilsson voted to same the river that passed 
through his home town, he was reduced to tears on the podium by Bohman, The 
bigwigs at all party headquarters agree that such disloyal behavior is a 
scandal and, to te sure, this was the only breach of discipline in 3 years. 


Power to all the people, not just to half. Barricade parliament! Power to 
reason! No more one-man majority! SIFO (Swedish Institute for Public Opinion 
Polls) and the Central Bureau of Statistics are pointing the way, The 
Environment Party probably already has passed the magic 4-percent mark. The 
future is even more exciting when you consider that 20 percent of the voters 
are toying with the idea of supporting the new, untested alternative, 


We do not know exactly what this alternative means in every respect, but we 

do know that its visions of a new society are more revolutionary than those 

of the reddest communist, The difference is that the Environment Party believes 
that human happiness lies in a "softer" soviety, not in a dictatorship of the 
proletariat administered and watched by security police, 


We also know that Environment Party supporters at least are honest people--a 
little too innocent and naive, but hell--rather that than cynics who care only 
about their own hind end, 


The step from Western, democratic, capitalistic society to the new free society 
is considerably shorter than via the treacherous monopolistic communist system. 
Thus, it is important for all true radicals to rally around one flag--and in 
1982 we can choose the green flag, the color of nature, 


Let us, then, do as the progressive-minded Berliners--vote against the majority 
and give "Die Grunen" the key role, It is a party that sees prosperity in 
terms of maximum happiness. The experience from Stockholm indicates that this 
is an unusually safe experiment. The election of three Stockholm Party 
members in 1979 lifted the tyranny of the old majority in the city council and 
suddenly the construction industry moguls no longer ravaged the city like 
Genghis Khan. The politicians had to take into account the man on the street. 


Then all the families with small children, friends of the animals, train-hopping 
bums, long--haired, frizzy-haired, henna-haired, and short-cropped people, the 
night owls, the Stones fans, the carrot-juice crowd, the jeans set, the 
peaceniks, the ex-Maoists, the meditators, the astrolers, the dropouts, the 
motorcycle nuts, the enlightened children of the bourgeoisie, the hip, the 
cohabitators, the dreamers, and the rockers--your friends and mine, broke loose. 


Break loose! Now we will take over! 
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Note: Dreadlock is a collective term for people, usually blacks, with clean 
but tangled hair in long curls, They usually are supporters of the 
Rastafarian ideology, represented by the reggae musician Bob Marley and others. 


9336 
CSO: 3109/215 
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POLITICAL SWEDEN 


FOREIGN MINISTRY REPORT CRITICIZES AID AGENCY LAOS PROJECTS 
Report Charges Funds ‘wWasted' 

Stockholm DAGENS NYHETER in Swedish 21 Jul 82 p 3 

[Article by Anders Bjornsscn] 


[Text] Sizable amounts of Swedish aid to Laos represent wasted money. Ne- 
glected equipment, squandered resources, and wasted capital are the words used 
to describe the Lao reception of Swedish aid in a sharply critical report by 
the Ministry of Foreign Affairs that was made public on Tuesday. 


In the memorandum that was previously classified secret, GOve Magnusson, de- 
partment head and inspector of development aid, recommends strong restraint in 
granting future increases in aid and "certain hesitation about considering 
further aid to Laos." 





Gote Magnusson, a former Swedish ambassador to Angola, has been working directly 
under the minister of foreign affairs since the end of last year to evaluate 
Swedish development aid efforts and try to make them more effective. The aid 

to Laos was examined this spring. Magnusson is now going to evaluate Swedish 
aid to Ethiopia. 


Total Swedish contributions to development aid for Laos amounted to 250 million 
kronor through the end of 1981. The contributions began in the early 1970's 
with emergency aid and continued with import subsidies through 1979. Since 
then, they have taken the form primarily of support for various projects. An- 
nual aid currently totals 55 million kronor. 


SIDA Criticized 


The Swedish development aid agency, SIDA [Swedish International Development 
Authority], 1S criticized both directly and indirectly in the report, which 
accuses it of failing to follow up on the results of its aid, placing too much 
reliance on the judgment of Lao authorities, and allowing some of the import 
subsidies to be added to subsidies for large-scale projects without giving the 
matter a second thought. 





According to the report, the low efficiency has manifested itself primarily in 
the project subsidies. 
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So far, the largest Swedish commitment to development aid in Laos has involved 
the Muong Mai forestry enterprise. The enterprise cannot fully use its vehicles 
and equipment due to fuel shortages. Because of the shortage of food and the 
low wages, employee output is clearly inadequate. Gote Magnusson talks about 
the "squandering of aid-financed capital resources." 


According to Swedish advisers, an auto repair shop that is also part of the 
Swedish project subsidies is used at only 10 percent of its capacity. 


Part of the explanation is the shortage of experts and the fact that the em- 
ployees "are not regarded as meeting the minimum requirements for repair shop 
personnel." 


The inspector of development aid continues: "But even Lao management of the 
repair shop seems weak." 


High Absentee Rate 


Contributing to the poor work results is the fact that the workers are often 
aosent from their jobs. This, in turn, is because they are poorly motivated 

to work and because they need to have another job elsewhere to round out their 
meager pay. The absentee rate due to sickness is high, and employees are also 
frequently forced by the authorities to take time off to participate in politi- 
cal seminars. 


Better labor discipline, better food supplies for the workers, better education, 
and a greater differentiation in wage rates are a few of the requirements that 
SIDA should establish when the Lao want to enlarge the repair shop, comments 
Gote Magnusson. 


Stricter requirements that the receiving country achieve greater efficiency and 
a better utilization of capacity are a theme repeated throughout the memorandum 
from the inspector of development aid. 


Swedish aid currently accounts for one-third of total Lao export revenues. 

Gote Magnusson says cautiously that the assistance budget should not exceed the 
level that can "be fulfilled with reasonable effect." According to Magnusson, 
another reason for caution in granting future increases is that Swedish aid 
personnel do not feel entirely secure because of guerrilla activity in the 
country. 


The report paints a gloomy picture of the conditions for Swedish development 
aid. 


"The Lao administration is ineffective and difficult to penetrate. Decision- 
making is Sluggish and drawn out. Government cfficials avoid taking responsi- 
bility. Simple operations such as effecting a government payment take an un- 
reasonably long time. There is no realistic economic planning, but on the 
other hand, spectacular and totally unrealistic political goals have been 
adopted which obstruct rather than facilitate daily activity." 
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Foreign Minister Concedes ‘Difficulties’ 


Stockholm DAGENS NYHETER in Swedish 21 Jul 82 p 3 





[Text] Ola Ullsten, minister of foreign affairs, says: "I have not read Gote 
Magnusson's report on aid to Laos. But we have known for a long time that 
there are big difficulties there. 


"Laos is one of the world's very poorest countries and is difficult to reach, 
both geographically and politically. But we cannot reconsider aid to a country 
Simply because difficulties exist there. Naturally, we must get to work on 
this problem." 


Aid Agency Defends Projects 
Stockholm DAGENS NYHETER in Swedish 22 Jul 82 p 5 
[Article by Thomas Lerner] 


[Text] "Those criticizing us are overshooting the mark. We at SIDA are knowl- 
edgeable and we plan for the long term. The measures being called for have 
already been adopted, and we are engaged in ongoing discussions as to the form 
of development aid." 


So says Anders Forsse, head of SIDA, in an interview with DAGENS NYHETER in 
which he strikes back at the very severe criticism that has been directed at 
the Swedish development aid agency over the past few days. 


This year Sweden is investing about 6 billion kronor in some 20 countries in 
the Third World. Two-thirds of that amount goes to SIDA. 


Economists Carl Hamilton and Tom Alberts are very critical of SIDA and of the 
way in which Swedish development aid is designed. 


In an article in Monday's DAGENS NYHETER, Carl Hamilton described development 
aid this way: it is "like filling the gasoline tank of a car that has gotten 
Stuck so that the driver can step on the gas harder and the wheels can dig in 
even deeper." 


Wasted 


Another attack on SIDA came on Tuesday, when a report by the Ministry of For- 
eign Affairs was made public. In that report, Gosta [name variation as pub- 
lished] Magnusson claims that the money sent to Laos is wasted. 


But Anders Forsse, who has headed SIDA for almost 3 years, is taking all the 
Criticism calmly. 


He says: "If those criticizing us had dug a little deeper into the real situa- 
tion, they would not have had to use those strong words. I feel that the orien- 
tation of Swedish aid is good, although it is clear that problems can arise in 
certain quarters." 
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Tom Alberts has criticized Sweden's aid to Mozambique, amcng other things. He 
is an economist and once worked on various projects in that former Portuguese 
colony and in Latin America. 


Tom Alberts claims that Swedish aid to Mozambique may lead to impoverishment 
of the entire agricultural sector and result in famine and a massive rural 
exodus. 


Reorganized 


Anders Forsse points out that SIDA has already reorganized its aid policy in 
Mozambique. 


He says: "When the Portuguese abandoned the country, they left large mecharized 
estates behind. We helped Mozambique with modern machines and other equipment 
for those farms." 


Anders Forsse also said: "After that introductory phase, we reorganized the 
aid and are now concentrating on small farms so as to increase food production 
in the country." 


Tom Alberts says that Sweden should establish a special institute on underde- 
veloped countries. He claims that Swedish aid currently lacks both knowledge 
and long-term planning. 


Anders Forsse responds: "There is no lack of knowledge here at SIDA about con- 
ditions in the underdeveloped countries. India has the world's best and most 
developed institute on underdeveloped countries--and we all know how things 
are there." 


Lack of Will 
He continues: “It is not knowledge that is lacking, but the will among the 
rulers to make the necessary changes. The power elites in many underdeveloped 


countries are a bigger hindrance to good development than SIDA, for example," 


Those who criticize SIDA often say that Swedish aid goes to projects that are © 
not adequately planned, either in the receiving country or by SIDA officials. 


Anders Forsse agrees partly. 

"Laos is a good example of what can happen if everything is not planned. Equip- 
ment, machinery, and vehicles there have been destroyed due to lack of mainte- 
nance. We have been working on that problem for a long time, and an agreement 
was recently signed to the effect that none of our goods will be sent to Laos 
until it is decided how maintenance will be handled." 


Can SIDA verify that aid is being used in the right way? 


Anders Forsse answers: "We have almost 100 people in our aid offices in 14 
countries, and they regularly follow up on how the aid is being used." 
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Stiff Demands 


Today SIDA is concentrating increasingly on complete programs rather than in- 
dividual projects. It is easier to change the direction of the aid if it is 
linked to a particular development area--agriculture, for example--than if it 
is tied to an individual project. 


Anders Forsse says: "I think that Sweden ought to stiffen the demands it makes 
of receiving countries. We should evaluate whether we can do what they ask of 
us. We should look into it and refuse to take part in unrealistic projects. 
But that does not mean that there has been a stop to individual projects." 


Learn From Saab 


He says the biggest problem for SIDA officials at the moment is to decide what 
form aid to Angola should take. Sweden will give 1060 million kronor to that 
former Portuguese colony this year, but South Africa's aggression in the coun- 
try makes any kind of norinal aid work impossible. 


Anders Forsse says: "So perhaps we should learn from the way Saab and Volvo 
Operate in that country. For example, they take responsibility for building 
up a local transportation system, and that includes buses, the design of bus 
stops, maintenance, and so on. SIDA could offer to take over one whole sector 
of medical care for the Ministry of Health and organize it from the ground up." 


Aid Worker: Projects Used by Military 
Stockholm DAGENS NYHETER in Swedish 23 Jul 82 p 7 


[Text] Is SIDA building roads in Laos for military transportation from Vietnam 
to Kampuchea? Are political prisoners being used as manpower on the SIDA- 
supported Muong Mai forestry project? 


The debate on Sweden's aid to Laos is continuing. New criticisms are being 
made, and old accusations are being dusted off. Roland Lejonstahl, a former 
aid worker, has now published a report on the time he spent building roads in 
Laos during several periods between 1978 and 1980. 


He was employed by SIDA as part of the Muong Mai forestry project, which was 
recently subjected to critical scrutiny by the government's inspector of devel- 
Opment aid. 


Lejonstahl claims in his report that Sweden delivered a ferry, built a bridge 
to carry vehicles of up to 30 tons, and met Vietnamese or Lao requests for new 
roads--the importance of all of which is principally military strategic. 


That accusation is firmly denied oy Borje Ljunggren, head of division at SIDA, 
who headed the Swedish aid office in Laos from 1978 to 1980. 


"It is obvious that any means of transportation can be used militarily. But 


anyone who has studied the way an army works knows that it prefers to lay its 
own bridges." 
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Fighting Continues 

Borje Ljunggren does not deny that thore are Vietnamese military units in the 
area where the Swedish-designed forestry enterprise is located or that armed 
actions occur along the Mekong River. 

But he does deny that Swedish aid efforts have facilitated Vietnamese warfare. 
Information that political prisoners are being used on Swedish aid projects-- 

a suspicion hinted at in the long-secret report by Sweden's inspector of devel- 
opment aid--has been provided from time to time by defecting Lao government 


officials and others. 


Borje Ljunggren says: "It is certainly true that most of the 1,000 workers as- 
signed to build Muong Mai were once soldiers in the former royal army." 


But he will not go along with calling them political prisoners. 


"If anything, it is probably the way the Lao have of demobilizing their former 
enemy troops." 
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POLITICAL SWEDEN 


FUND QUESTION SEEN FACTOR IN PRECLUDING STABILITY AFTER ELECTION 
Stockholm DAGENS NYHETER in Swedish 25 Jul 82 p 2 
[Editorial by Nils-Eric Sandberg: "Sweden Blocked In"] 


[Text] The election will decide whether Sweden changes its economic system. 
And the election may be decided by a few peopl. who want unsprayed vegetables 
Or compulsory morning prayers. 


That is how Swedish bloc politics works. 


The socialist parties--or the nonsocialists--may win their own majority in 
Parliament with 50 percent of the vote. In either case, the government will 
try to avoid rightwing or leftwing extremes and pursue a policy representing 
the wishes of, say, 75 percent of its own voters. That seems adequate. But 
75 percent of 50 percent is 37.5 percent. And in such a situation, that is 
entirely too little. 


An election system and a party system should satisfy two requirements: they 
should make it possible for elections to result in majorities capable of gov- 
erning and--or--in alternations in power. Those functions may exclude each 
other, but they do not need to. A country does not need to give up one to have 
the other: it can have both. Sweden has neither. 


The 3-year term of office is too short in principle. A newly elected govern- 
ment spends 10 months operating under its predecessor's budget and must draw 

up its own first budget according to its predecessor's directives. There is 
not sufficient time between election campaigns for a consistent economic policy 
adapted co the economic cycle. And every new government faces the danger of 
being brought down for its predecessor's mistakes. 


But a stable coalition can remain through several election periods. The basic 
problem is not the term of office, but the small margins between the blocs. 
Neither bloc has a stable electorate of over 45 percent at the most. As a re- 
sult, elections are often decided by marginal groups floating around in the 
middle. This forces the parties to adapt their policies tactically to narrow 
special interests. The influence of the "machines for making demands” is in- 
versely proportional to the number of uncertain voters in a given election cam- 
paign. 
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This even struggle between the cClocs makes it hard for a government to pursue 
a policy that is correct for the long term but unpopular in the short term, 
Since the opponent can win decisive points from the resulting discontent. In 
recent years, the nonsocialist governments have relied on deficits to pursue 
a policy of one-upmanship, while the Social Democrats have tried to create 
discontent over the most minor cutbacks. 


Only a kamikaze government can pursue a tough and unpopular (but necessary) 
policy of economic restraint. And it does not last long. 


The struggle to win support from the special interest groups forces bloc gov- 
ernments to offer favors in the form of new subsidies, new regulations-~and 
new taxes (on the other groups). That expansion of the government sector in- 
creases the number of decisions which affect all of society--and which are 
changed constantly. Households, savers, and firms must be able to make deci- 
sions with long-term effects based on fixed rules. But now they live in un- 
certainty as to which rules will still be in effect after each election. 


The conclusion is that the parties must form coalitions across the bloc bound- 
aries so as to give the government and the economic policy stability. 


There is a natural objection: frequent shifts in power give democracy life, 
while a strong coalition government may in the long run obstruct influence by 
the voters. 


That is quite true. But today's bloc politics gives great influence to small 
groups at the expense of perhaps larger groups that want definite rules to the 
game. Furthermore, holding down consumption and redistributing investments 
from weak to expanding firms are necessary during the 1980's. The 1970's 
showed that this requires strong governments spanning the bloc boundary and 
perhaps social contracts between politics and business as well. 


Perhaps the party leaders are irreconcilable adversaries. But Sweden shouid 
Still have a broad basis for mutual understanding: the country is homogeneous, 
we are all of the same religion (agnostics), the distribution of income is 
extremely even, and the wage earners have about 90 percent of all the income. 
The stock dividends now being argued about represent about one-thousandth of 
the available household income. 


What is hindering the necessary mutual understanding--apart from personal an- 
tipathies at the top--is the Social Democratic proposal for wage earner funds, 
because it will probably lead to a new economic system. According to all theory 
and experience, centrally administered ownership is incompatible with a decen- 
tralized market economy. The demand for wage earner funds threatens to cement 
the sterile bloc politics that creates more problems than it solves. 


As Erik Lundberg and Olle Lindgren point out in an important article in the 
Scandinavian Private Bank's quarterly review, the wage earner funds are leading 
to uncertainty about investments and profitability. The fund proposal is there- 
by contributing to the uncertainty that can only be removed by the type of coa- 
lition government made impossible by the fund proposal. It is a sad paradox. 
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POLITICAL SWEDEN 


PAPER SEES TOUGH ATTACK BY ULLSTEN ON SDP AS BLOCK TO COALITION 
Stockholm DAGENS NYHETER in Swedish 21 Jul 82 p 2 


[Editorial hy Olof Kleberg: "First Party Out of the Starting Block"] 


[Text] Swecen needs an election campaign without blockages--one directed toward 
what we have in common behind ali the antagonisms--and ¢ Cesire for mutual un- 
Gerstanding across the boundary separating the blocs. That need is exception- 
ally great, and the chances are exceptionally poor. It is chiefly the wage 
earner funds that are a hindrance, but so is the policy of economic restraint. 


When Ola Ullsten went out on Tuesday as the first party leader to take to the 
election trail--in sunny Almedalen, as is only right--he did not mention any 
specifics about the necessary cooperation after the election. Nor did he men- 
tion the most important example of cooperation between the blocs: the tax reform 
agreed on by the middle parties and the Social Democrats for the next 3 years. 
That was a shortcoming. But perhaps the Liberal Party is afraid that, as hap- 
pened in the last election campaign, it will wind up in a political vacuum of 
"responsibility and mutual understanding" in which factual issues and its own 
viewpoints will die away. 


Ulisten launched a tough attack on the Social Democratic Party's policy of prom- 
ises and its fund proposal. He said that for the first time since the 1940's, 
this election is concerned with the type of economic system we want. But he was 
careful not to fall into a purely confrontational line. 


He picked up the classic liberal idea that politicians must look after the best 
interests of the community--all of society--rather than the special demands of 
its many parts. That, he said, is the most important promise a party has to 
make to its voters. What it means in plain language is mutual understanding 
instead of class politics. 


In a remark aimed at both the Social Democrats and the Conservatives, Ullsten 
ventured to say that in today's economy, it is not possible to keep all the 
promises that have been made concerning subsidies, grants, and lower taxes. 

It is reasonable that an entirely new economic situation should have an effect 
on the state's ability to pay for a social system based On perpetual growth. 
Here the middle parties are standing py their own alternative, something they 
lack in the debate on wace earner funds. 
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All the parties in Parliament are dreaming somewhat naively about going back to 
the sweet years of growth, especially if that period's ynpleasant side can be 
avoided. But the middle parties seem to be a little more realistic than the 
Others. The Conservatives, grazing outside the government fold, think they can 
speed up the economy by lowering taxes with nothing there to make up the differ~ 
ence. The Social Democrats are yearning to get back into their Chancery stall 
so badly that they are promising more than they can deliver--and forgetting the 
talk in thelr own emergency program about the importance of practicing economy. 


The Social Democrats have become “captives of the machines for making demands," 
said Ullisten, and he referred to his analysis in last year's speech in Almedalen 
of the parties and the "machines for making demands"--that is, the special in- 
terest Organizations. He emphasized that parties and special interest organi- 
zations must be kept separate. The parties must listen but not slavishly fol- 
low, and the special interest organizations must make demands but not be tied 

to parties. That is another line of thought that has become increasingly im- 
portant as the years have passed. 


It iS nice that the Social Democrats want to listen to large popular movements 
and understandable that they should want to anchor their proposals in those 
movements. But parties should not be simply brokers for demands made by the 
Organizations--as is the case in the campaign against "social disarmament." 


On the other hand, politically independent organizations such as the Tenants‘ 
National Association, the Pensioners' National Association, and the Central 
Committee for the Handicapped should refrain from joining in the campaign by 
the combined worker movement, as they recently did in connection with the 
"white paper." They can put their demands across just as well on their own. 
That is what the SAF [Swedish Employers' Confederation] does--although with too 
much political ambition. 


The parties must dare to say no and to act as a check. The Social Democrats 
would very probably have used a very heavy hand if they had been in power after 
1976. It is not likely that they would have undertaken large new expenditures 
without financing them, as the nonsocialist governments did during the first 

few years. As political scientist Bjorn von Sydow pointed out during the DAGENS 
NYHETER debate on 9 July, the nonsocialists tried to be as good as the Social 
Democrats at guaranteeing employment and instituting social reforms while hesi- 
tating at the same time to raise taxes. 


Ola Ullsten admitted in his speech that the economy package and the tightening- 
up came too late. The nonsocialists' discreet period of charm was not especial- 
ly well chosen. There is a big danyer that Sweden will be hit by something 
Similar at an even less opportune time if the Social Democrats win the election 
this September. 


BjOrn von Sydow ventured a guess that the nonsocialist parties would move to 
the right--from social liberalism to the new liberalism--as a way of economizing 
their way out of the crisis. That is a possibility, although Ullsten did not 


voice the Liberal Party's social aspirations. But it is more likely, of course, 
that both social liberalism and social democracy will ruin themselves and Swe- 


jen's economy as well if they try to spend themselves out of the crisis. 
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POLITICAL SWEDEN 


PAPER QUESTIONS MODERATE PARTY'S ECONOMIC PROGRAM 


Stockholm DAGENS NYHETER in Swedish 23 Jul 82 p 2 


[Editorial by Olof Kleberg; "The Conservative Party--Is It Ready" 


[Text] “It is not a polished message that we Conservatives are going into the 
election with. But it is straightforward. And it is honestly meant." 


When Ulf Adelsohn, the Conservative Party's new leader, appeared in Almedalen 
for the first time, that was his way of indicating the tone he wants to set for 
the Conservative election campaign. In so doing, he was also linking up with 
the tradition inherited from his predecessor, Gosta Bohman. 


But is the Conservative message really so straightforward and clear? It seems 
to be. Following the principle that "attack is the best defense," Adelsohn 
launched into an attack on the Social Democrats--the middle parties appeared 
Only in the background. Half of his speech was devoted to criticizing the wage 
earner funds, and most of the rest was directed against the Social Democratic 
economic policy. There were many quite effective catchwords, but a great deal 
less analysis. 


Through the years, the Conservatives have been firm and unequivocal in their 
criticism of the wage earner funds, as Adelsohn quite rightly pointed out. 
This naturally gives his party special strength now that the middle parties 
have joined the united front against the funds. In itself, the Conservative 
message is both straightforward and effective: freedom or funds. 


But all united fronts have a weak point. "No to funds" is what unites. But 
then what? Is everything then going to be all right? Little is said about that. 


Liberal Party leader Ola Ullsten hinted in his speech that today's lopsided 
distribution of economic power must be changed. Ulf Adelsohn and the Conser- 
vatives, On the other hand, seem to be saying that everything is as it should 
be. More market economy wili cure today's problems. That is perhaps an hon- 
estly meant answer--but it is scarcely an enlightening one. 


There is a ludicrous touch to the knightlike Conservative pose when the fund 


issue is presented by Adelsohn as a struggle between many individuals and the 
Group representatives. Or when the Social Democratic Party's vast resources 
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in money and people are contrasted with those of the Conservatives, who have 
only their firm convictions. 


It is true that individual faces stand out in the business community's campaigns, 
but they are advocating the views of a group. And it is true that the Conserva~ 
tives have fewer resources than the labor movement as a whole, but what should 
be counted here are the total resources of those opposing the funds. 


For the Conservatives, economic policy is the big issue in this election. And 
on that subject, Ulf Adelsohn was much more explicit than Ola Ullsten about 
what their respective parties want--but the Liberal Party, unlike the Conserva- 
tives, can point to the government's recorc in office. For good and bad. 


Adelsohn's message constituted a clear rejection of the Social Democratic 
emergency program, with its temporary increase in the budget deficit. Also a 
rejection of the Social Democratic proposals to stop cutbacks in social bene- 
fits. He said that on the contrary, even greater cutbacks are necessary: 25 
billion kronor more than the government has allowed for over the next 3 years. 


Adelsohn said that the Conservative motto is: fewer political decisions along 
with tax reductions and cutbacks. He added that the Conservatives are the only 
party not in favor of the Social Democratic tax policy. A stronger Conserva- 
tive Party increases the possibility of changing the major tax reform, he said. 
That may be honestly meant, but it is not straightforward. The Conservatives 
can no longer believe that the middle parties are thinking of backing out of 
the tax agreement, regardless of how the election turns out. 


The big cutbacks being talked about by the Conservatives in the campaign "are 
aimed at reducing the deficit, but also at making room for tax cuts," said 
Adelsohn. It is marginal taxes that will be reduced first of all, but eventu- 
ally the total tax burden will be reduced. 


The voters are supposed to get the impression that those cutbacks can be made 
without serious consequences for things like care of the elderly, as one example, 
and also that they will suffice both for reducing the deficit and lowering taxes. 
But no specific information is given as to where those huge cutbacks are going 
to occur. Not until they are actually made will the voters be able to judge 
whether or not tax cuts are desirable. The situation is different when it comes 
to the marginal-tax reform instituted by the middle parties and the Social Demo- 
Ccrats: here the financing has been indicated from the start. 


The Conservatives are hoping that lower taxes will increase the willingness to 
work and provide more jobs, producing more tax revenues as a reSult~-an abra- 
Ccadabra that seems tempting. But as a message to the voters, it cannot be 
called clear. 
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POLITICAL TURKEY 


BASTURK CONTINUES DEFENSE IN DISK TRIAL 
Istanbul CUMHURIYET in Turkish 4 Jul 82 pp 9, 12 


{ Text_/ On the twentieth and final day of his questioning, 
Abdullah Basturk who is Chairman General of the Confedera- 
tion of Revolutionary Worker Unions (DISK) said that DISK 
has had no ties to anarchy and terrorism. Basturk stated 
that “the leaders of DISK are being prosecuted in connection 
with this trial not on the basis of their ties to anarchy 
and terrorism but because of their views concerning the 
labor movement." He said that DISK had been a victim rather 
than a cause of terrorism. He reminded the court that DISK 
buildings had been bombed and that DISK representatives 

as well as the former chairman general of the organization 
have been assassinated. 


Basturk's questioning began on 14 April and ended on 30 April. 
During the final section of bis questioning, he replied 

to the following question: “How would you answer the claim 
that by the activities it has conducted DISK has fanned 

the flames of anarchy?" His reply may be summarized 

as follows: 


"It has often been said about the leaders of DISK that they 
were being tried not for their beliefs concerning the labor 
movement, but in connection with their involvement in anarchy 
and terrorism. The formal charges against us accuse us of 
causing anarchy and terrorism. Anarchism is characterized 
by a certain philosophy and foundation. Beginning with its 
opposition to the state, anarchism is opposed to any form of 
organization and authority. Specific acts of terror con- 
stitute the fundamental operational mode of anarchism. 
Anarchism may be present in the roots of a type of labor 
struggle known as anarchistic unionism. The workers have 
nothing to gain from anarchy. Anarchism as well as acts 

of terrorism and anarchistic terrorism are trends that 

fall contrary to the solidarity of worker's unions and the 
workers’ struggle. I do not say these things because I 
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happen to be on trial at this time. I have said these 
things on earlier occasions. For example, in the 19 
November 1978 issue of DISK AJANSI I have said: "The 
struggle that the working class is conducting against 
exploitation and pressure is an organized and conscious 
struggle. Terrorism and anarchism have nothing to do 

with the struggle of the working class." It is possible 
to see phrases that condemn anarchism, terrorism and labor 
union anarchism in a large number of my statements. DISK 
and all of its leaders have struggled against anarchism, 
terrorism and attacks in spite of the grave dangers and 

at the risk of their lives. Through their statements and 
addresses the leaders of DISK have constantly alerted 
governments against terrorism and attacks, and have invited 
governments to fulfill their responsibilities. This is 

so because we as workers constitute a class that is aware 
of the fact that democracy is not compatible with terrorism 
and anarchy and that terrorism is being fostered by the 
opponents of democracy. In this matter DISK has emulated 
the labor unions of Europe, and has used every occasion 

to take a stand against terrorism and anarchy. On 20 
March 1978 we once again criticized terrorism and anarchy. 
During the specific event that we organized to extend this 
criticism I delivered a statement in which I said that 
democracy does not contain the concept of forcing someone 
to accept one’s own beliefs. I also said that democracy 
can in no way include the act of murder." 


"We called upon the Turkish Confederation of Labor Unions 
(TURK-IS) to join us in taking a stand against anarchy 
and terrorism. Without political bias and for the purpose 
of remembering all those who had been killed as well as 
the victims of the Kahramanmaras massacre, we became in- 
strumental in organizing a ceremony during which the par- 
ticipants stood in silence for a period of five minutes. 
In this manner, we wanted to direct the attention of all 
responsibles, officials and constitutional institutions. 
DISK became a victim of anarchy rather than its cause. 
Its buildings were bombed. Its representatives and finally 
its former chairman general were assassinated. DISK has 
opposed anarchy and terrorism in its entirety, without 
regard to whether the dead belonged to the right or the 
left and irrespective of whether their killers proclaimed 
allegiance to the right or the left. For example, when 
Dogan Ozturk who was head of the Criminal Court of Mersin 
was assassinated, when the Supreme Court was bombed, when 
General Demirbag was attacked; the leaders of DISK dis- 
played the proper sensitivity to protest such actions. 
DISK has no ties to anarchy and terrorism. The leaders 
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of DISK are being prosecuted in connection with this trial 
not on the basis of their ties to anarchy and terrorism 
but because of their views concerning the labor movement. 
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POLITICAL TURKEY 


TURKES OFFERS REBUTTAL TO NAP ARMS CHARGE 
Istanbul CUMHURIYET in Turkish 13 Jul 82 pp 9, 12 


{ Text _/ In the session of the trial involving the Nationa- 
list Action Party (NAP) and the idealist organizations, NAP 
lawyer Serafettin Yilmaz said that "The person who is charged 
with the prosecution is laughing and making strange gestures. 
This makes us wonder whether the formal accusation was in 
fact written by the prosecutor." Following this statement, 
the lawyer was formally accused of assaulting the dignity 

of the court. Concerning the photograph depicting the wea- 
pons seized from the NAP, Alpaslan Turkes said: "The NAP 
has not had any arms and has not engaged in any armed acti- 
vities. The NAP has not had any ties to crime or to objects 
used in perpetrating crimes." 


The session took place at the First Military Tribunal of the 
Ankara Martial Law Command on 8 July 1982. The session 
was described as follows by the records of the trial: 





"Defense council and NAP attorney Serafettin Yilmaz said: 
‘From the very beginning we have had problems in evaluating 
the documents that have been read in court because we have 
not been able to discover the purposes for which these docu- 
ments have been placed within the dossier and the charges 
with which they are connected. Moreover, the fact that the 
person who is charged with the prosecution has been laughing 
and making strange gestures has raised the question in our 
minds as to whether it was indeed the prosecutor who prepared 
the formal accusation.° " 


Following this, the prosecution claimed that it was being 
verbally assaulted. Yasar Selamoglu who is the Chairman of 
the Tribunal replied: "The court is impartial, topics leading 
to verbal arguments should be avoided." Following this,the 


111 

















Prosecutor took the stand and said: 


" The prosecutors who prepared the formal accusation have 
conducted their investigations in distinct segments. The 
formal accusation was prepared at the conclusion of this 
process. Some of the prosecutors who conducted the investi- 
gation have left. It is being claimed that we are doubtful 
as to the origins of the documents that are being read in 
court. I want any requests for any clarification that may 
be required to be made to the prosecution in writing. I 
can provide an immediate response only in the case of docu- 
ments that pertain to those investigations that I have con- 
ducted in connection to various areas. We have always 

been respectful to the defense. However, we request that 
the appropriate action be taken in connection with their 
wits claiming that we have been laughing and making strange 
gestures." 


The tribunal announced its decision at the end of the 
session and formally charged attorney Serafettin Yilmaz. 
The decision pertaining to this matter reads as follows: 





"Strong evidence has been observed to indicate that with 

these words attorney Serafettin Yilmaz has criminally en- 
gaged in verbal assault for the purpose of slighting the 
prosecution. Following a discussion of this matter, it has 
been decided that the pertinent transcripts of the trial 

and their photocopies should be sent to the martial law 
command so that the appropriate legal action can be determined 
and implemented.” 


During the session, the defendants refuted a document which 
was removed from an envelope marked as the organizational 
chart of the NAP. The document pertained to the NAP's 
illegal network of cells. Turkes said that the chart had 

no connection to the NAP and that the NAP had no links with 
illegal organizations. He also said that the NAP did not 
have peripherally related organizations of this kind. Turkes 
claimed that the document constituted a false accusation 
and that the chart was an inaccurate fabrication. Turkes 
also said that the structure of the NAP*s organization was 
not different from the format described in the party's 
charter. After this the following defendants took the stand 
to refute the chart and to deny having occupied the positions 
indicated by the chart: 
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Namik Kemal Zeybek, Yasar Yildirim; Idealist Path Organi- 
zation members Ahmet Bilgin, Mehmet Alatas, Cemil Erdogan, 
Capar Kanat, Cengiz Yavuz; NAP Youth Organization members 
Ertugrul Tras, Hasan Yilmaz, Osman Baser, Aydin Erguden, 
Cengaver Yildirim and Erdem Senocak as well as Idealist 
Hearth Organization members Yusuf Okumus, Emir Kusdemir 
and Ali Asker Torun. Of the other defendants mentioned 
in the organizational chart, Sevki Asar was removed from 
the courtroom after he called the organizational chart a 
sham while Capar Kanat was removed after he said that the 
trial judge had restricted what he could say about the 
organizational chart and that his right to a defense was 
being curtailed. 


Photographs depicting 41 handguns, ammunition clips, ammu- 
nition, ammunition boxes, sticks of dynamite and fuses were 
shown during the trial. The photographs are among the do- 
cuments included within the trial dossier. Writing on the 
back of some of the photographs indicated that the objects 
depicted by the photographs had been seized during the NAP 
operation. Alpaslan Turkes was the first to object to the 
photographs. Turkes claimed that the NAP has had nothing 
to do with weapons or with armed activities. Turkes said 
that the NAP has had no involvement with crimes or the 
tools to commit such crimes. ‘Turkes said that the defense 
would reject the writing on the back of some of the photo- 
graphs which indicated that the depicted objects had been 
seized during the NAP operation. 


Following Turkes, Necati Gultekin took the stand. He re- 
ceived an envelope containing two sets of tweezers and a 
magnifying glass from his lawyer Sahabettin Homris. He 
presented the tweezers and the magnifying glass to the court 
along with two photographs. He rejected the matter of 
the weapons. 
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POLITICAL TURKEY 


OZYORUK COMMENTS ON REFERENDUM PREPARATIONS 
Istanbul TERCUMAN in Turkish 2 Jul 82 p 6 


{ Text_7 It is being announced that the proposed draft 

of the new constitution will be presented to the Chairman- 
ship of the Consultative Assembly by the Constitutional 
Commission on Monday, 5 July. Immediately after the pre- 
sentation, the Consultative Assembly is to recess for 
holidays. The proposal will be examined by the members of 
the assembly during the recess and deliberations will begin 
upon the reconvening of the assembly. While the proposal 
is being examined and discussed, work that is required in 
connection with the popular referendum that is to be held 
to ratify the constitution will be completed. The law 
proposal pertaining to the referendum has been sent to 

the National Security Council by the Consultative Assembly. 
It is expected that the proposal will become law within 
the next few days. 


The first prerequisite for a sound election as well as a 
sound popular referendum is the accurate determination of 
those citizens who are eligible to vote. In other words, 
the first thing that must be done is the establishment 

and organization of voter registration lists in a manner 
that is sound. The law proposal has been forwarded by 
General Nureddin Ersin who is a member of the National Se- 
curity Council. It was adopted by the Consultative Assembly 
following some argument over the minimum voting age. It is 
virtually certain that the proposal will be accepted in its 
current format by the Council. The proposal contains 
several guidelines and strong provisions directed towards 
achieving the task of accurately identifying and registering 
those citizens who are eligible to vote. 


Accordingly, a curfew will be placed in effect for the first 
Sunday of September which will be the day on which prospec- 
tive voters will be identified and registered. The process 
will be conducted in a manner similar to a population census. 
Anyone who is legally eligible to vote will have the obliga- 
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tion of registering with the officials in charge of regis- 
tration. Failure to do so could result in a three to six 
month prison sentence, a minimum fine of 5000 Turkish liras 
and a ban which would prevent the offending person from 
voting or holding office for a period of five years. 


While these provisions are severe, they are not unjust. 
The persons who have been given the task of documenting 
the right of other persons to vote have themselves been 
placed under a responsibility that is delineated by severe 
provisions in the event that it is not fulfilled. These 
persons should be very careful not to omit anyone from the 
registration lists while ensuring that no multiple 
entries are created. 


The great importance of establishing a registration system 
that is sound can not be denied. In the history of our 
country’s transition to democracy the issue represented 

by voter registration rolls and lists of voters at ballot 
boxes has equaled or even exceeded the importance of factors 
such as the format of the ballot sheet, the material and 
physical conditions affecting the process of voting, fair- 
ness in the counting of votes and the nature of the elec- 
toral system itself. From 1946 until the Supreme Electoral 
Council began its activities in accordance with the Con- 
stitution of 1961, the electoral process in general has 
from time to time emerged as the most pressing problem 
confronting Turkish democracy. The administrative and 
procedural aspects of voting have become a problem ex- 
ceeding in importance the actual political choice being 
made by the voter. Regardless of the measures and solutions 
devised to remedy the situation, shortcomings could not 
always be resolved and finally no solution other than 
"transferring this administrative service to the judiciary” 
could be perceived. It is only under the control and 
administration of the judiciary that a long period of 

order was made possible. Yet, it should not be forgotten 
that during the elections of 1977, new cries and complaints 
concerning voter registration were heard once again in 
connection with administrative formalities conducted at 
levels below the level occupied by prosecutors. This toook 
place in spite of all of the impartiality, attention, care 
and solicitude demonstrated by the very same and trusted 
judiciary. A look at the newspapers of that period will 
reveal the portion of the cries and complaints that has 
been reflected to the press. There are not enough prose- 
cutors to be sent from neighborhood to neighborhood and 
door to door for the purpose of individually identifying 
and registering voters in the many villages, towns and 
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provinces of the country. This would be impossible at any 
time, in any country. The control that is to be exercised 
by the judiciary must necessarily begin at a certain ad- 
ministrative level, travel upwards within the hierarchy 
and culminate at the level of the Supreme Electoral Council. 
The prosecutor is charged with remedying shortcomings and 
eliminating duplications or superfluities. The prosecutor 
should do whatever he can to ensure the overall soundness 
of the registers and the lists. However, prosecutors can 
not be asked to go in person from door to door, village 

to village and street to street. There are not enough 
resources or means to do this. It has been claimed rather 
forcefully that advantage was deliberately and knowingly 
derived from this impossibility during the elections of 
1977. It is certain that the proposal which has been in- 
cluded in the Council’s agenda contains provisions that 
are much harsher in the case of officials charged with 

the identification and registration of voters than the 
provisions that pertain to ordinary citizens. 
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MILITARY DENMARK 


ARMED FORCES GETTING PLENTY OF RECRUITS AS ECONOMY FALTERS 
Helsinki HUFVUDSTADSBLADET in Swedish 18 Jun 82 p 7 
[Article by Sigyn Alenius] 


[Text] Copenhagen--In Denmark today, military service is popular, almost the 
"in" thing to do. This has nothing to do with a newly awakened interest in 
fighting. Military service simply offers tremendous benefits introduced when 
it was difficult to recruit personnel. Now 86 percent are volunteers, 


The volunteers must serve 5 years, but they choose to do this gladly instead 
of the normal 9 months of service, We cannot afford to take on any more, 
military leaders say: the entire defense budget is 8.5 billion Danish kroner 
and that must cover new purchases and everything. 


The volunteers are part of the standing forces of professional soldiers that 
include 10,000 men. The number of draftees remains constant at 8,862. Every- 
one who has served during the past 12 months may be recalled within 1 day if 

a critical situation arises. In a somewhat longer mobilization period, anyone 
under 50 years of age may be recalied. Everyone over 50 has his name removed 
from the list, but many join the so-called home guard which cooperates with 
the military forces in case of mobilization. This is similar to the civilian 
forces that existed in Finland before the last war. In addition, there is a 
civil defense system that is voluntary and unarmed for use in cleanup jobs, 
transports, first aid, etc. 


Unemployment 


The secret behind the newly awakened interest in military service is unemploy- 
ment, plus the benefits that were added 15 to 20 years ago to make the military 
more attractive: good pay at all levels and excellent educational opportunities 
for those who sign up for 5 years of service. 


The first 3.5 years are spent in theoretical training, while the final 

18 months are spent in practical service to the military. The work is 
primarily technical and clerical in nature. Many are attracted by the jobs 
in electronics that are so important today. 


The training also is helpful for finding a job after the military service is 
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completed, The pay is good; starting salary is 7,600 kroner per month with 
increases up to a top level of 11,000. While the alternative for one out of 
every four or five young men of draft age is unemployment, 5 years with a roof 
over their head, good pay, and interesting training is highly attractive. The 
authorities now report that there is a waiting list of 1,000 men, 


Fewer Refuse 


There also are fewer refusing military service, This group once amounted to 
between 20 and 25 percent. Now only 2 percent are refusing the draft, 
according to military spokesmen, The new recruits give no indication of 
attempting to "destroy the military from within,” as some spoke of doing 

15 to 20 years ago. It simply seems that the wave of draft resistors has died 
out. 


It is the task of the Danish military to delay an opponent: to engage an 
attacking enemy until help arrives from NATO. The emphasis is on rapid, mobile, 
and flexible defense. Massive coordinated operations are of no interest, What 
is needed is the capability of countering the triphibious (involving the three 
media: land, sea, and air simultaneously) offensive technology that may be 
expected today in Denmark, The main weapon of the air force is the fast 

F 16 fighter. The navy utilizes motor torpedo boats and light corvets. The 
infantry is trained for mobile operations in small groups that may be deployed 
rapidly where needed. Technical expertise and a trained mind are important, 
while old-fashioned iron discipline is out. 


Of the People? 


Obviously, this also has helped create interest and has made the generals 

happy, although the politicians are somewhat skeptical: the increasing numbers 
of volunteers belong to the professional forces. The very nature of the 

Danish military as a public defense system which, as the constitution stipulates, 
should be a defense system of the people based on universal military service, 

is jeopardized. Denmark does not want a military system consisting of pro- 
fessional soldiers, but the present situation hardly will change until--when 

and if--unemployment drops significantly. 
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MILITARY FINLAND 


BRIEFS 


NAVY COMMANDER ON FALKLANDS LESSONS-<Vice-Admiral Jan Klenberg stressed the 
importance of obtaining a fleet of ships equipped with missiles for our naval 
forces. Klenberg spoke at the 64th anniversary of the naval forces which was 
celebrated on Friday. Most of the festivities took place at the Helsinki 
Naval Station in Obbnas, The first missile-equipped ship was delivered to the 
navy last fall. The navy now has 540 million marks at its disposal with which 
it can construct three similar boats by 1986, Sea-to-sea missiles also will 
be purchased for the ships, according to Klenberg, A contract will be signed 
for the missiles this year, It has not yet been decided where the missiles 
will be purchased. ''The recent war in the South Atlantic showed that the 

navy was correct when it advocated the use of smail ships with missiles for 
attacking targets at sea,'' Klenberg said, Both the second and third defense 
committees in parliament recommended that these ships be built, he pointed out. 
Even though we now have solved the materiel question, we still face a personnel 
shortage, Klenberg said, The personnel shortage applies to both the navy and 
to ground forces. The navy has been unable to keep all its ships operating, 
since the ships are ineffective when undermanned, according to Klenberg. In 
his opinion, an additional 200 positions are needed within the navy. [Text] 
[Helsinki HUFVUDSTADSBLADET in Swedish 10 Jul 82 p 4] 9336 
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MILITARY SPAIN 


CHOICE OF FIGHTER AIRCRAFT CRITICIZED 
Madrid EL PAIS in Spanish 23 Jul 82 p 14 


[Article by Mariano Nava Calvo and Juan Borrero Garcia, members, Industry 
Commission, PSOE, economist and aeronautical engineer, respectively: "FACA 
Program-—Are We Betting on Europe or the United States?"] 


[Text] The press in recent days has been printing some 
stories which, in the judgment of this article's authors, 
do not reflect the desirable discussion on the FACA [Future 
Combat and Attack Aircraft] Project which the cabinet may 
approve today. The project is supposed to be resolved 
rapidly through the proposal, to the administration, con- 
cerning the purchase of the F-18A aircraft from the United 
States company McDonneli Douglas, in a form and in numbers 
that would require careful consideration. 


We realize that the armament industry is not just a grouping of sophisticated 
defense techniques. Those who think that are morally disqualified from pre- 
senting an opinion on the importance of an industry closely involved in these 
military decisions. 


Aircraft purchases involving an amount of 330,000 million pesetas seem to us 
so important that there should be a background of political debate, technical 
information, and guarantees of industrial utilization capable of involving 

not only the government but other outfits likewise (political parties, enter- 
prises, labor unions) since the decision will have its inevitable consequeu.ces 
on foreign policy, on the technological and industrial development of Spain, 
and on employment levels. 


There has been no political debate; there has only been a partial response 
from the administration to the demand of the PSOE [Spanish Socialist Workers 
Party] to conduct a more exhaustive study which would provide backing for the 
decision to be adopted end through which some serious fears were confirmed: 
Only the Ministry of Defense and Air Force General Staff participated in the 
selection of the aircraft type; only the American models have been evaluated 
and at no time was the door open to anybody who might contribute his thoughts 
on the national defense blueprint or on alliance policy. In other words, 

this has been handled as if those were concepts capable of being changed every 
year, or even during each legislative session. The UCD [Democratic Center 
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Union] still has not realized that defense policy cannot be confined to simple 
decree-laws or to the interplay of majorities and minorities and that it is 
necessary to respond to a government policy in which other opinions committed 
to Spanish political progress would participate. 


On the political level likewise the methodology to obtain information used on 
the party of the administration is vitiated for two reasons: The moment at 
which the decision is to be adopted is not the right one due to the interim 
nature of the UCD administration; those who provided advice on the decision 
did so unanimously, in spite of the fact that they are members of the Defense 
Commission, appointed by decree. 


The decision is wrong for the country's international policy; if we are nego- 
tiating our entry into the EEC, then a fundamental element in the conversa- 
tions has to be our role in Community industry. However, in view of the 
decision which it seems is about to be made, we are downgrading the European 
project to the benefit of the American project. Once again we become the 
servants of the interests of big United States multinational enterprises and 
we become the captives of Reagan's aggressive policy which forces Europe to 
depend on the United States in industrial and technological terms. As a power- 
ful example of this situation we note the limitations on financing for the 
Airbus, something which obstructs the development of European civil aviation, 
as well as the pressures to reduce steel exports to the United States or the 
Situation of the nuclear power plants. 


After all, there are still two conditioning factors which have not been evalu- 
ated. First of all, by purchasing the American aircraft we come out in favor 
of the liquidation of an alternate European aviation industry. But, in second 
place, it is necessary to realize that the use of American aircraft against 
any ally of the United States could run into a veto from the United States 
Senate and today international tensions, which we might possibly encounter, 
precisely involve some of those allies. 


On the industrial and technological levels it is necessary to assert further- 
more that it has not been demonstrated that the American aircraft is first 
among equals. For the French, it is the Mirage 2,000; for the British, 
Germans, and Italians it is the Tornado of Panavia; for McDonnell, it is the 
F-18A or F-18L; and for General Dynamics it is the F-16. But those of us who 
are familiar with technological developments know that there are no miracles 
in this field and none of the developed countries will equip its armed forces 
with a bad aircraft. This, added on top of Spain's geostrategic similarity 
with those European countries, invalidates the argument as to the uselessness 
of the European aircraft compared to the American aircraft due to limitations 
in terms of a multirole configuration. 


Other Causes 


While there are no major differences in technological terms, there are going 
to be other causes that would persuade us to purchase one or the other 

model. If, at the time the final decision comes to make the purchase, the 
economic counterparts have not been clearly defined, as seems to be the case, 
then it is difficult to adopt them after the fact. In other words, everything 
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may turn into a river of dollars which would flow out of Spain due to the 
Strategic irresponsibility and the excessive haste of our current rulers. 


On the other hand, we are quite familiar with the commitments for the purchase 
of preferentially industrial products offered by American industry to client 
countries. McDonnell offered Canada the purchase of Canadian products in a 
value equivalent to 140 percent of the price paid for the aircraft. General 
Dynamics, in the contract of the century, offered 100 percent of reciprocal 
purchases for the purchase of the F-16, plus participation in the manufacture 
of those aircraft for third countries--and that offer again was made to the 
Canadians. 





Without defining the model, Greece is also demanding 100 percent. But, oddly 
enough, in the case of Spain, McDonnell has offered 20 percent and, out of 
that, 10 percent would go to the aircraft industry. In contrast, Panavia 

(a consortium of English, German, and Italian firms) offered 160 percent of 
the budget, including 40 percent in aircraft technology, with the possibility 
of becoming a part of the enterprise itself and participating in the design 
of the future European combat aircraft. 





This is why the decision which seems to be ready for adoption looks really 
frightful. We therefore think that it will be political commitments and not 
Strategic reasons of defense or industrial reasons which will count in the 
final decision. 


But there is also one last aspect which worries us more profoundly. If we 
disregard the technological benefits for Spain deriving from our inclination 
toward the Panavia project, then we also eliminate the possibility of in- 
creasing employment in the aircraft industry by 7,000 new jobs over a period 
of 10 years. 


For all of these reasons we demand a very detailed inquiry when the moment 
of decision comes--a decision as important as the one we have been talking 
about here. Defense policy is not the exclusive preserve of a temporary and 
minority cabinet; industrial and technological policies are as one and we 
must pursue them with a view to Europe as a whole because it is in Europe 
where we will have to put together an alliance policy and a policy for the 
defense of our interests as a continent. 
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MILITARY SWEDEN 


RECENTLY RELEASED REPORT TELLS OF SUB LIMITS VIOLATIONS 
Stockholm DAGENS NYHETER in Swedish 25 Jul 82 p 26 
[Article by Hans Sandberg] 


[Text] When the Russian U-137 submarine went aground in Gaso Bay last fall, 
that was an exceptional violation of Swedish territory. But it was far from 
being the only violation of Swedish territory in 1981. The Soviet Union was 
not the only one to engage in such activity. The fact that the U-137 submarine 
was very probably armed with nuclear weapons, however, made that particular 
violation "the most serious noted thus far in Sweden." 


So writes the Defense Staff's Information Section in a report on "incidents" 
during 1981. 


The situation in Poland influenced military activity in Sweden's area. The re- 
sult was that Sweden stepped up its emergency preparedness, partly so that it 
would be able to handle possible Polish refugees if Poland were invaded. 
Another thing that increased tension was the military exercises in the Baltic 
Sea area. The Warsaw Pact conducted two major exercises: Soyus-81 in March and 
April and Zapad-81 during August and September. 


Biggest 


Zapad-81 was an entirely Soviet exercise and involved the biggest concentration 
of naval units in the Baltic Sea since World War II. 


NATO's exercises around Sweden were relatively limited in 1981. For most of 
the year, there were exceptionally few incidents (violations of Swedish terri- 
tory, for example), but the trend changed drastically during the fourth quarter. 


In all, there were 12 violations of Swedish territorial sea, and that is a high 
figure. Eight cases involved vessels from the Warsaw Pact, and one involved a 
NATO vessel. There were three violations by unidentified submarines. Most of 
the violations from the East were committed by civilian vessels entering Swed- 
ish waters without permission or straying from the routes they had permission 
to follow. 
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Gotland 


East of Gotland, there was an increase in the number of observed unannounced 
passages through Swedish waters. The report by the Defense Staff's information 
service explains this by the fact that maritime surveillance around Gotland 

has become more effective. 


Overall, however, the number of maritime incidents of this nature in Swedish 
waters declined. The Warsaw Pact was responsible for 19 of the incidents, and 
NATO was responsible for 9 of them. 


During the last 3 months of 1981, there were a full 23 violations of Swedish 
airspace--twice the "normal" number for that time of year. In the case of air- 
space violations, NATO tock the lion's share of responsibility for such inci- 
dents, most of them occurring along Skane's southern coast. Many shipbased 
helicopters were involved in violations in connection with NATO exercises in 
the southern Baltic Sea. | 
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GENERAL CYPRUS 





FOREIGN MINISTER REPLIES TO KLIRIDIS 
Nicosia 0 AGON 25 Jun 82 p 8 


[Text] “Expressing an opinion on the Cyprus question by the Greek government 
does not constitute intervention. It would be an intervention if their were 

an effort on the part of the Greek Government to take decisions in place of the 
Cypriot Government or to influence the internal political affairs in Cyprus-- 
something which Papandreou himself does not want or aims at as he had declared 
many times." 


The above is a statement Foreign Minister Rolandis made in response to a 
question by Gl. Kliridis if he is satisfied with the turn the Greek-Cypriot 
relations have taken and what does he intend to do as the appropriate minister 
for their improvement. In his response Rolandis states: 


"No Cypriot who thinks sanely can be satisfied if their exists the slightest 
shadow in the Athens-Nicosia relations. The only ones satisfied are the Turks 
and some Cypriots who are trying to derive party benefits from such a situation. 
It is indeed surprising that there should exist persons trying to undermine in 
any way possible the Athens-Nicosia relations and to prevent their full restor- 
ation, 


"The Cypriot Government exerts every effort to smooth out the Athens-Nicosia 
relations and will continue to do so in this direction fully aware of the im- 
portance for harmonious relations between the two governments. 'The expression 
of an opinion by the Greek Government surely does not constitute intervention. 

It would be an intervention if the Greek Government attempted to reach decisions 
in place of the Cypriot Government or to influence the internal political affairs 
of Cyprus-something Papandreou himself does not want nor aims at as he has de- 
clared many times. 


"Before concluding I would like, in turn, to ask Klirides the following: 


"Papandreou has taken a position against the American plan which Kliridis had 
warmly supported: Is he now ready to renounce the American plan as he did 
with the inter-communal talks? 


"Democratic Rally [DISY?] Deputy K. Lordos has taken a position favoring the 
talks and has even published a study landing Walheim's evaluation [of the Cyprus 
problem]. Does Kliridis agree with Lordos or does he now consider the Lordos 
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views as contrary to DISY's policy? "The United Democratic Union of the 
Center [EDEK] and the newspaper TA NEA have accused Kliridis many times as an 
unacceptable national leader and a poor challenger. Recently Kliridis wants 
to appear as getting along well with EDEK. How does he reconcile the above 
positions?" 
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er CYPRUS 


BRIEFS 


UNEMPLOYMEN! INCREASE--Unemployment will increase this year but is not expected 
to surpass the level of full employment according to a statement Labor Minister 
D. Efraim made during an interview he gave to the Cyprus Broadcasting Corporation. 
He said that this year unemployment will reach 3 percent of the economically 
active population and will total 6,300 persons compared to 2.8 percent in 1981. 
Efraim said that in the past 3 years unemployment increased mainly because of 
the decline in the economy's rate of increase, a decline due to both external 
and internal factors, to sluggish investments and to the increase of persons 
entering the labor market for the first time. Most disturbing is the problem 
of higher education graduates since their number each year reaches 2,500 to 
3,000 while the economy absorbs only about 700. Finally, Efraim said that the 
government plans to adopt various measures especially as concerns certain 
categories of unemployed. Some of these measures concern the employment of 
graduates abroad. [Text] [Nicosia 0 AGON 25 Jun p 1] 7520 


DROP IN INVESTMENTS--In the past 4 years investments have dropped to their 
lowest level. ‘the industrial investments faced the greatest drop according 
to a Bank of Cyprus report which states that 1982 will be a difficult year in 
many aspects of the Cypriot economy except in inflation which is anticipated 
to show further decline. This difficulty is due to the uncertainty which 
characterizes both the local and the international economies. The demand for 
loans for investments in the industrial sector is at low levels except for 
working capital which is increasing as a result of the inflation. The Bank of 
Cyprus believes that "the increase in local production at a rate between 2 and 
2.5 percent in 1982 is possible and is compatible with the government's anti- 
inflationary policy" and notes that the inflation rate is expected to move 
around 9 percent. With regard to 1981 the bank report states, in part, that 
the consumption dropped for the first time since 1976 by 1 percent; that there 
was a drop in the investments sectors; and that foreign borrowing remained 
high compared to the pre-invasion levels. The report points out that if this 
borrowing is not reduced drastically the problem concerning the current trade 
balance already faced by Cyprus will be intensified. [Text) [Nicosia TA NEA 
in Greek 27 Jun 82 p 3] 7520 
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